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“A society that supports its 
global position and social order 
through $1 trillion a year in 
military spending, most likely far 
exceeding that of all the other 
countries in the world put 
together—unleashing untold 
destruction on the world, while 
faced with intractable > 
problems of inequality, economic 
stagnation, financial crisis, 
poverty, waste, and 
environmental decline at honmie— 
is a society that is ripe for 
change.” 
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Editorial 

The impact of the credit meltdown a originated in the United States 
on the Indian economy is yet fully to be.seen, but some indications are 
already emerging: According to data available from market regulator 
Securities and Exchange Board of India, foreign institutional investors 
(“Fils”) have sold off Indian shares worth $2025 million (Rs 8278 crore) in 
September. There is also news that in recent days. Morgan: Stanley, Goldman ; 
Sachs and Merrill Lynch ‘have offloaded as much as Rs 170 crore in open 
market transactions. According to Shobhit Agarwal, joint managing director 
of the capital markets division at Jones Lang LaSalle Meghraj (LLM), an ’ 
international property consultancy, Lehman Brothers had significant real 
estate holdings in India through various contracts with Orbit, AnantRaj and 
IVRCL on the equity level, and its portfolio comprised some major Indian 
realty firms such as DLF, Ansal, API, Unitech etc. For instance,. Unitech had 
a deal with Lehman of Rs 740 crore for a JV in Santacruz, Mumbai along ` 
with a local partner. DLF, too had diluted 49 per cent of-its stake, in 
middle-income group (MIG) housing project to Merrill Lynch last year. 
Pune’s PRA developers also had a significant backing of US investment. As 
bankruptcy administrators move to clean up the Lehman books, 
undetermined but substantial amounts of varied assets shall be thrown on a. 
collapsing Indian market. IT sector is also going to be affected, as the 
United States is by far the largest market for Indian outsourcing services. In’ 
an internal communication, Tata Consultancy Services, Asia’s largest ` 
software services firm and India’s largest private sector employer recently 
informed employees of an imminent cut of 20 percent in the variable 


(continued on page 63) 
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The U.S. Imperial Triangle and 
Military Spending : 

JOHN BELLAMY FOSTER, HANNAH HOLLEMAN, os 
AND ROBERT W. McCHESNEY _  & 


The United States is unique today among major states in the degree 
of its reliance on military spending, and its determination to stand 
astride the world, militarily as well as economically. No other country in) 
the post-Second World War world has been so globally destructive or. 
inflicted so many war fatalities. Since 2001, acknowledged U.S. national 
defense spending has increased by almost 60 percent in real dollar terms 
to a level in 2007 of $553 billion. This is higher than at any point since 
the Second World War (though lower than previous decades as a 
percentage of GDP). Based on such official figures, the United States is 
reported by the Stockholm International Peace Research Institute (SIPRI) 
as accounting for 45 percent of world military expenditures. Yet, so 
gargantuan and labyrinthine are U.S. military expenditures that the above 
grossly understates their true magnitude, which, as'we shall see below, 
reached $1 trillion in 2007:! | v 

Externally,, these are necessary expenditures of world empire. 
Internally, they represent, as Michal Kalecki was the first to suggest, an 
imperial triangle of state-financed military production, media 
propaganda, and real/imagined economic-employment effects that has 
become a deeply entrenched, and self-perpetuating feature of the U.S. 
social order. | 

Many analysts today view the present growth of U.S. militarism and 

- imperialism as largely divorced from the earlier Cold War history of the 
‘United States, which was commonly seen as a response to the threat 
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represented by the Soviet Union. Placed against this backdrop the curr» 
turn to war and war preparation appears to numerous commentators 
lack a. distinct target, despite concerns about global terrorism, and to 
mainly the product of irrational hubris on the part of U.S. leaders. Ex 
as insightful a left historian as Eric Hobsbawm has recently adopted t. 
general perspective. Thus in his 2008 book On Empire Hobsbawm writ» 


Frankly, I can’t make sense of what has happened in the United 
States since 9/1 that enabled a group of political crazies to realize 
long-held plans for an unaccompanied solo performance of world 
supremacy....loday a radical right-wing regime seeks to mobilize 
“true Americans” against some evil outside force and against a 
world that does not recognize the uniqueness, \ the superiority, the 
manifest destiny of America.... In effect, the most obvious danger 
of war today arises from the global ambitions of an uncontrollable 
and apparently irrational government in Washington....To give 
America the best chance of learning to return from megalomania to 
rational foreign policy is the most immediate and urgent task of 
international politics. : 


Such a view, which sees the United States as under the influence off 
new irrationalism introduced by George W. Bush and a cabal 
neoconservative “political crazies,” and consequently calls for a retu 
from “megalomania to rational foreign policy,” downplays the larg: 
historical and structural forces at work that connect the Cold War ai 
post-Cold War imperial eras. In contrast, a more realistic perspectix 
we believe, can be obtained by looking at the origins of the U.S. “milit: 
ascendancy” (as C. Wright Mills termed it) in the early Cold War ye: 
and the centrality this hds assumed in the constitution of the U. 
empire and economy up to the présent.‘ 


- The Permanent War Economy and Military Keynesianism 


In January 1944 Charles E. Wilson, president of General Electric: 
executive vice chairman of the War Production Board, delivered a spee: 
to the Army Ordnance Association advocating a permanent war econon 
According to the plan Wilson proposed on that occasion, every maj. 
corporation should have a “liaison” representative with the military, ws 
would be given a commission as a colonel in the Reserve. This wou 
form the basis of a program, to be. initiated by the president 
commander in chief in cooperation with the War and Navy department 
designed to bind corporations and military together into a single unific 
armed forces-industrial complex. “What is more natural and logical,” Å 
asked, “than that we ‘should henceforth mount our national policy up 
the solid fact of an industrial capacity for war, and a research capaci 
for war that is already ‘in being’? It seems to me anything less 
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foolhardy.” Wilson went on to indicate that in this plan the part to be 
played by Congress was restricted to voting for the needed funds. 
Further, it was essential that industry be allowed to play its central role 
in this new warfare state without being hindered politically “or thrown 
to the fanatical isolationist fringe [and] tagged with a ‘merchants-of- 
death’ label.” 

In calling; even before the Second World War had come to a close, 
for a “continuing program of industrial preparedness,” for war, Charles 
E. Wilson (sometimes referred to as “General Electric Wilson” to 
distinguish him from “General Motors Wilson’—Charles Erwin Wilson, 
president of General Motors and Eisenhower’s secretary of defense) was 
articulating a view that was to characterize the U.S. oligarchy as a whole 
during the years immediately following the Second World War. In earlier 
eras it had been assumed that there was an economic “guns and butter” 
trade-off, and that military spending had to occur at the expense of 
other sectors of the economy. However, one of the lessons of the 
economic expansion in Nazi Germany, followed by the experience of the 
United States itself in arming for the Second World War, was that big 
increases in military spending could act as huge stimulants to the 
economy. In just six years under the influence of the Second World War- 
the U.S. economy expanded by 70 percent, finally recovering from the 
` Great Depression. The early Cold War era thus saw the emergence of 
what later came to be known as “military Keynesianism”: the view that 
by promoting effective demand and supporting monopoly profits military 
spending could help place a floor under U.S. capitalism.’ 

John Maynard Keynes, in his landmark General Theory of 
Employment, Interest and Money, published in 1936, in the midst of the 
Depression, argued that the answer to economic stagnation was to 
promote effective demand through government spending. The bastardized 
Keynesianism that came to be known as “military Keynesianism” was the 
view that this was best effected with the least negative consequences for 
big business by focusing on military spending. As Joan Robinson, one of 
-Keynes’s younger colleagues, critically explained in her iconoclastic 
lecture, “The Second Crisis of Economic Theory,” before the American 
Economic Association on December 27, 1971: | 


The most convenient thing for a government to spend on is ` 
armaments. The military-industrial complex [thus] took charge. I 
do not think it plausible to suppose that the cold war and several 
hot wars were invented just to solve the employment problem. But 
Certainly they have had that effect. The system had the support not 
Only of the corporations who make profits under it and the 
workers who got jobs, but also of the economists who advocated 
government loan-expenditure as a prophylactic against stagnation. 
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Whatever were the deeper: forces leading to the hypertrophy of 
military power after the world war was over, certainly they could 
not have had such free play if: the doctrine of sound finance had 
still been respected. It was the so-called Keynesians who 
persuaded successive Presidents that there is no harm in a budget 
deficit and left the military-industrial complex to take advantage _ 
of it. So it has come about that Keynes’ pleasant daydream was 
turned into a nightmare of terror.® 


The -first to theorize this tendency toward military Keynesianism 
under monopoly capitalism, was the Polish economist Michal Kalecki 
(most famous, as Robinson pointed out in the above-mentioned lecture, 
for having discovered the essentials of Keynes’s General Theory before 
Keynes’ himself). In a 1943 essay on “The Political Aspects of Full 


Employment” and in subsequent essays, Kalecki argued that monopoly 


capital had a deep aversion to increased civilian government spending 
due to its intrusion on the commodity market and the sphere of private 
profit, but that this did not apply in the same way to military spending, 
- which was seen by the vested interests as adding to rather than crowding 
out profits. If absorption of the massive econemic surplus of large 
corporate capital through increased government spending was the key to 
accumulation in post-Second World War U.S. capitalism, this was 
dependent principally on military expenditures, or what Kalecki in 1956 


labeled “the armament-imperialist complex.” This resulted in a “high 


degree of utilization” of productive capacity and “counteracted, the 
disrupting influence of the increase in the relative share of accumulation 
of big business in the national product.” 


For Kalecki this new military-supported regime of accumulation that : 


came to characterize U.S. monopoly capital by the mid-1950s established 
a strong political-economic foundation for its own rule “based on the 
following [imperial] triangle”: 


l. Imperialism contributes to a relatively high level of employment 
through expenditures on armaments and ancillary purposes and 
through the maintenance of a large body of armed forces and 
government employees. 


2. The mass communications media, working under the auspices of 
the ruling class, emits propaganda aimed at securing the support 
of the population for this armament-imperialist set-up. 


3. The high level of employment and the standard of living 
increased considerably as compared with before the war (as a 
result of the rise in the productivity of labor), and this 
facilitated the absorption of this propaganda to the broad 
masses of the population. 


‘ 
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‘Mass communication occupied a central place in this imperial 
triangle. An essential part of Kalecki’s argument was that “the mass 
communication, media, such as the daily press, radio, and television in 
the United States are largely under the control of the ruling class.” As 
none other than Charles E. (General Electric) Wilson, then defense 
mobilization director, put it in a speech to the American Newspaper 
Publishers Association on April 26, 1951, the.job of the media was to 
bring “public opinion, as marshaled by the press”. to the support of the 
permanent war effort (italics added).2. 

The result by the mid-1950s was a fairly stable militarized economy, 
in which intertwined imperial, political-economic, and communication 
factors all served to reinforce the new military-imperial order. Kalecki 
observed that U.S. trade unions were “part and parcel of the armament- 
imperialist set-up. Workers in the United States are not duller and trade 
union leaders are not more reactionary ‘by nature’ than in other capitalist 
countries. Rather, the political situation in the United States, is simply, 
in accordance with the precepts of historical materialism, the unavoidable 
consequence of economic developments and of characteristics of the 
superstructure of monopoly capitalism in its advanced stage.” All of this 
pointed to what Harry Magdoff was to call the essential “one-ness of 
national security and. business interests” that came to characterize the 
U.S. political economy and empire? _ 

' Many of Kalecki’s ideas were developed further by Paul Baran and 
Paul Sweezy in 1966 in Monopoly Capital. Baran and Sweezy argued there 
were at least five political-economic-imperial ends propelling the U.S. 
oligarchy in the 1950s and ’60s toward the creation of a massive military 
establishment: (1) defending U.S. global hegemony and the empire of 
capital against external threats in the form of a wave of revolutions 
erupting throughout the world, simplistically viewed in terms of a 
monolithic Communist threat centered in the Soviet Union; (2) creating 
an internationally “secure” platform for U.S. corporations to expand and 
monopolize economic opportunities abroad; (3) forming a government- 
sponsored research and development sector that would be dominated by 
big business; (4) generating a more complacent population at home, 
made less recalcitrant under the nationalistic influence of perpetual war 
and war preparation; and (5) soaking up the nation’s vast surplus 
productive capacity, thus helping to stave off economic stagnation, 
through the promotion of high-profit, low-risk (to business) military 
\spending. The combined result of such political-economic-imperial factors 
‘was the creation of the largest, most deeply-entrenched and persistent, 
“peacetime” war machine that the world had ever seen. 

Like Kalecki, Baran and Sweezy argued that the U.S. oligarchy kept a 
“tight rein on civilian [government] spending,” which, they suggested, 
“sid about reached its outer limits” as a percentage of national income ~ 
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“by 1939,” but was nonetheless “open-handed with the military.” 


Government-pump priming operations therefore occurred largely through - 


spending on wars and war preparations in the service of empire. The 
Pentagon naturally made sure that bases and armaments industries were 
spread around the United States and that numerous corporations profited 
from military spending, thus maximizing congressional support due to 
the effects on states and districts." 

For members of the U.S. oligarchy and their hangers-on, the virtuous 


circle of mutually reinforcing military spending and economic growth > 


represented by military Keynesianism was something to be celebrated 
rather than held up to criticism. Harvard economist Sumner Slichter 
explained to a banker’s convention in October 1949, that as long as Cold 


War spending persisted a severe economic depression was “difficult to — 


conceive.” The Cold War “increases the demand for goods, helps sustain 
a high level of employment, accelerates technological progress and thus 
helps the country to raise its standard of living....So we may thank the 
Russians for helping make capitalism in the United States work better 
than ever.” 

Similarly, U.S. Néws and World Report told its readers on May 14, 
1950 (a month before the outbreak of the Korean War): 


Government planners figure they have found the magic formula for 
almost endless good times. They are now beginning to wonder if 
there may not be something to perpetual motion after all. Cold 
war is the catalyst. Cold war is an automatic pump primer. Turn a 
spigot, and the public clamors for more arms spending. Turn 
another, the clamor ceases. Truman confidence, cockiness, is based 
on this “Truman formula.” Truman era of good times, President is 
told, can run much beyond 1952. Cold war demands, if fully 
exploited, are almost limitless. 


In the same vein, U.S. News and World Report was to dectare in 


1954: “What H-bomb means to business. A long period...of big orders. 
In the years ahead, the effects of the new bomb will keep on increasing. 


As one appraiser puts it: ‘The H-bomb has blown depression-thinking 


out the window.” In 1959 David Lawrence, editor of U.S. News and 
World Report, indicated that he viewed with: equanimity the suggestion 
that the United States “might conceivably- strike first in what has become 
known as ‘preemptive’ rather than ‘preventive’, war.” 

Henry Luce, the media mogul at the head of the Time-Life empire, 
who coined the term “the American Century,” observed in November 1957 
in: Fortune that the United States “can stand the load of any defense 
effort required to hold the power of Soviet Russia in check. It cannot, 
however, indefinitely stand the erosion of creeping socialism and the 


ceaseless extension of government activities into additional economic: 


6 ANALYTICAL MONTHLY REVIEW / OCTOBER 2008 ie 


IEW OF THE MONTH 


ds” beyond the military. This was directly in line with Kalecki’s and 
‘an and Sweezy’s contention that the.system was tight-fisted where 
ilian spending was concerned and open-handed with the military. 
Remarking on the success of military Keynesianism in promoting 
«momic prosperity, the influential Harvard economist Seymour Harris 
«te in the The New York Times Magazine in 1959: “If we treat the 
Ts from 1941 to the present as a whole, we find again that a period of 
‘ord prosperity coincided with a period of heavy military 
‘lay....About one dollar out of seven went for war and preparation for 
r, and this expenditure was undoubtedly a stimulus to the economy.”” - 
A military Keynesian view was close to the heart of the major U.S. 
«anning document of the Cold War, NSC-68, issued in April 1950 shortly 
‘ore the Korean War by the U.S. National Security Council and signed 
President Truman in September 1950, but not declassified until 1975. 
afted by Paul Nitze, then head of the policy review group in the state 
partment, the main intent of NSC-68 was to construct a rollback 
‘ategy against the Soviet Union. It called for a vast increase in military 
ending above its already high levels, and: considered the possibility 
at “in an emergency the United States could devote upward of 50 
recent of its gross national product” to the military effort as in the 
cond World War. “From the point of view of the economy as a whole,” 
3C-68 declared, i 


the program [of military expansion] might not result in a real 
decrease in the standard of living, for the economic effects of the 
program might be to increase the gross national product by more 
than the amount being absorbed for additional military and foreign 
assistance purposes. One of the most significant lessons of our 
World War Il experience was that the American economy, when it 
operates at a level approaching full efficiency [full capacity], can 
provide ‘enormous resources for purposes other than civilian 
consumption while simultaneously providing a high standard of 
living. After allowing for price changes, personal consumption 
expenditures rose by almost one-fifth between 1939 and 1944, even 
though the economy had in the meantime increased the amount of 
resources going into Government use by $60[~}$65 billion (in 1939 
prices).! oe. | 
U.S. militarism was therefore ‘motivated first and foremost by a global 
eopolitical struggle, but was at the same time seen as essentially 
ostless (even beneficial) to the U.S. economy, which could have more 
Tns and more butter too. It was thus viewed as a win-win solution for 
we U.S. empire and economy. 
By the time that President Eisenhower (who played a role in this 
dlitary expansion) raised concerns about what he dubbed the “military- 


NA’ «TICAL MONTHLY REVIEW / OCTOBER 2008 7. 


FOSTER, HOLLEMAN & McCHESNEY 


industrial complex” in his farewell address of January 17, 1961, it was 
already so firmly established as to constitute the permanent war economy 
envisioned by Charles E. (General Electric) Wilson. As Eisenhower’s 
secretary of defense, Charles Erwin (General Motors) Wilson (best 
known for having created a major flap by saying that “what is good for 
General Motors is good for the country”), observed in 1957, the military 
set-up was then so built into the economy as.to make it virtually 
irreversible: “so many Americans are getting a vested interest in it: 
Properties, business, jobs, employment, votes, opportunities for 
promotion and advancement, bigger salaries for scientists and all that....I£ 
you try to change suddenly you get into trouble....If you shut the whole 
business off now, you will have the state of California in trouble because 
such a big percentage of the aircraft industry is in California.” 

Hence, the concern that Eisenhower voiced in his farewell address 
about a “permanent armaments industry of vast proportions” and the fact 
that “we annually spend on military security alone more than the net 
income of all United States corporations”» was a belated recognition of 
what had already become an established fact. The need for the gargantuan 
military-industrial complex that the United States developed in these 
years was not so much for purposes of economic expansion directly 
(though military Keynesianism pointed to its stimulating effects) but due 
to the reality, as Baran and Sweezy emphasized, that the capitalist world 
order and U.S. hegemony could only be maintained “a while longer,” in 
the .face of rising insurgencies throughout the world, through 
“increasingly direct and massive intervention by American armed forces.’ 
This entire built-in military system could not be relinquished without 
relinquishing empire. Indeed, the chief importance of U.S. military power 
from the early Cold War years to today has been that it is used—either 
directly, resulting in millions of deaths (counting those who died in the 
Korean War, the Vietnam War, the Gulf War, the Kosovo War, the 
Afghanistan and Iraq Wars, as well as dozens of lesser conflicts), or 
indirectly, as a means to intimidate.” | 

The most important left analysts of these developments in the 1950s 
and °60s, Kalecki, Baran, Sweezy, and Magdoff, insisted—going against 
the dominant U.S. Cold War ideology—that the cause of U.S. military 
spending was capitalist empire, rather than the need to contain the 
Soviet threat. The benefits of military spending to monopoly capital, 
moreover, guaranteed its continuation, barring a major social upheaval. 
The decade and a half since the fall of the Soviet Union has confirmed 
the accuracy of this assessment. The euphoria of the “peace dividend” * 
following the end of the Cold War evaporated almost immediately in the 
face of new imperial requirements. This was a moment of truth for U.S. 
capitalism, demonstrating how deeply entrenched were its military- 
imperial interests. By the end of the 1990s U.S. military spending, which 
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had beén falling, was on its way up again. 

Today, in what has been called a “unipolar world,” U.S. military 
spending for purposes of empire is rapidly expanding—to the point that 
it rivals that of the entire rest of the world’ put together. When it ‘is 
recognized that most of the other top ten military-spending nations are 
U.S. allies or junior partners, it makes the U.S. military ascendancy even 
more imposing. Only the reality of global empire (and the effects of this 
on the internal body politic) can explain such an overwhelming 
destructive power. As Atlantic Monthly correspondent Robert Kaplan 
proudly proclaimed in 2005: “By the turn of the twenty-first century the 
United States military had already appropriated the entire earth, and was 
ready to flood the most obscure areas of it with troops at a moment’s 
notice.” 


The Labyrinth of U.S. Military Spending 


The most direct way of measuring the extent of the U.S. commitment 
to the military-imperialist complex over the post-Second World War 
period is through an examination of U.S. military spending itself. This is 
not, however, easily accomplished. U.S. military expenditure is a 
labyrinth presenting numerous dead ends. What is treated by almost all 
analysts as a reliable data source for such expenditures is the Office of 
Management and Budget (OMB) Historical Tables, generated along with 
‘the federal budget. In the Historical Tables for Fiscal Year 2009, 
Department of Defense spending (OMB Table 3.2, line 051) is listed as 
$529.8 billion for 2007; while adding in atomic energy defense activities 
and defense-related activities brings total national defense (line 050) to 
$552.6 billion. This. number can be considered acknowledged military 
spending, since it is what is usually reported as U.S. national defense 

' spending and used (with only small differences) by NATO and SIPRI.” 

However, there is another, fuller accounting of U.S. national defense 
spending included in the U.S. National Income and Product Accounts 
(NIPA), a source which constitutes the final word on the totals for the 
‘U.S. economy as a whole (see table I). The National Income and Product 
Accounts give $662 billion as the total for national defense spending for 
2007, or over $100 billion more than the OMB figures. Much of the 
difference is explained by the fact that the NIPA numbers for national 
defense, as opposed to the U.S. budget figures, take account of the 
following: government consumption of fixed capital, cash payments to 
amortize the underfunded liability for military and civilian retirement 
benefits (which in the budget accounting are included elsewhere as 

f “intergovernmental transactions”), and expenditures recorded on a deliv- 
ery (accrual) rather than cash basis (as in the budget).”° 

The NIPA figures thus capture far more accurately than the OMB data 
the economic resources directed to the military, emphasizing “full cost 
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Table 1. U.S. Military spending, 2007 (in mens of dollars) 


A. Acknowledged B. Actual 
National defense (OMB) 552.6 National defense (NIPA) 662.2 
Space (50%) | 9.1 


Grants to foreign governments (80%)? 29.0 


Veterans benefits 40.0 

Military medical payments? 12.1 

Interest attributed to military® . 250.1 

Total | 552.6 Total | M 1,002.5 
Percent of GDP 4.0 Percent of GDP 7.3 


* Grants to foreign governments are conservatively considered here to be eighty percent 
military. For instance, under the International Affairs portion of the budget $8 billion» 
was spent in 2007 on International Security Assistance, $16 billion on International 
Development and Humanity Assistance, most of which were imperial expenditures. 
Includes one-third of “Other” government social benefits category (National Income 
and Product Accounts, Table 3.12), defined by BEA as consisting “largely of payments 
to nonprofit institutions, aid to students, and payments for medical services for. retired 
military personnel and their dependents at nonmilitary facilities.” 

€ Assumes 80 pércent of net interest payments attributable to military. This is less than 

‘ other estimates by major analysts. Robert Higgs of the Independent Institute attributes 
91.2 percent of the national debt to the military. See http:/Avww.independent.org/ 
newsroom/article.asp?id+1941; James Cypher, in his most recent estimate, uses a figure 
of 81 percent. See James M. Cypher, “From Military Keynesianism to Global- Neoliberal 
Militarism,” Monthly Review 59, no. 2 (June 2007): 47, 54, 


Sources: National Income and Product Accounts; Office of Management and Budget, 
Budget for Fiscal Year 2009, Historical Tables, Tables 3.1, 3.2.2 


budgeting.” As economist and peace researcher Jurgen Brauer observes: 
“For the United States, the NIPA numbers are the most comprehensive 
and conceptually complete national defense outlays data we have, since 
they are expressly based on economists’ national income accounting 
framework rather than on politicians’ need to review and pass budget 
requests.”7? . 

Adopting the NIPA figures for national defense spending, however, 
only partly solves the problem of developing an accurate assessment of; 
U.S. military spending. It still remains to add to this the military 
spending concealed in other economic categories; and not captured by 
total NIPA national defense spending. Drawing on other. lines in. the 
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National Income and Product Accounts, it is necessary to add to the 
NIPA national defense figures all or part of: economic grants to foreign 
—yovernments; space; medical payments to military retirees and 
lependents at non-military facilities; veterans’ benefits; and the net 
nterest payments on the national debt attributable to military spending. 
' All of the above items are recognized in NATO and SIPRI definitions 
of military spending, except veterans’ benefits and net interest payments, 
which are excluded as “legacy costs.” Yet, since legacy costs are an 
MKmportant part of military expenditures (and some other legacy costs are 
Mincluded in the basic data) we incorporate veterans’ benefits and the net 
mMinterest payments attributable to past wars and military expansions here, 
«in line with estimates of military spending provided by other analysts. 

This makes more sense as we are concerned with the social, economic, 
and imperial legacy of the rise of a U.S. military establishment over 
more than half a century.” 

Our figures, provided in table 1 show that actual U.S. military 
spending in 2007 came to $1 trillion. This contrasts with SIPRI’s clearly 
understated estimate (in relation to countries other than the United 
States as well) for all the world’s nations in 2007 of $1.3 trillion.” 

The above estimate of total U.S. military spending in 2007 is in the 
same ballpark as those that have been derived by some other critics of 
U.S. military spending—through the alternative, very arduous process of 
adding up the many different components of military spending hidden in ~ 
the budget. In a June 2007 article for Monthly Review, economist James 
Cypher, adopting a budget-based approach, arrived at an estimate of 
U.S. military expenditures for 2006 amounting to $929.8 billion. More 
recently Chalmers Johnson, author of the anti-empire trilogy Blowback,- 
Sorrows of Empire, and Nemesis, has contended that when all military 
spending elements of the U.S. 2008 fiscal year budget are added up the 
total comes to “at least $1.1 trillion.” 

_ Our method above has also been used to develop estimates of actual 
military spending levels as a percentage of GDP for the post-Second 
World War era as a whole.” According to these figures, total military 
spending as a share of GDP in 2007 was 7.3 percent, the highest level 
since 1997. In contrast, acknowledged national defense spending as 
presented by the Office of Management and Budget, misleadingly shows 
military spending as a percentage of GDP at 4 percent in 2007. (See 
table 1.) 

It is crucial to track military spending as a proportion of total federal 
government expenditures. In doing so, we follow the accepted practice of 

_ excluding social security, medicare, and other transfer payments from 
our measure of federal expenditures, since transfer payments are self- 
financing, hence do not draw on the income-tax based general fund or 
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Chart 1. Actual and acknowledged military spending as percentage of 
federal expenditures (minus transfer payments) 
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contribute to the national debt. Actual military spending as a percentage 
of federal spending minus transfer payments (see chart 1) declined every 
year from the end of the Reagan era in 1988, when it stood at 68 percent, 
to 2003, when it reached a half-century low of 49 percent. Since then it 
has changed direction and has risen again to 52 percent. This naturally 
closely parallels, although at a higher level, the path for acknowledged 
national defense spending as a percentage of federal spending (also 
depicted in chart 1). Acknowledged national defense spending in 20070 
was only 29 percent of federal expenditures (minus. transfer payments), 
grossly misrepresenting the share of military spending in federal outlays. 
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Whe U.S. Imperial Triangle Today 


What does the foregoing tell us in relation to our original question? 
s it reasonable to argue, as Hobsbawm and others have, that the 
xpansion of U.S. militarism and imperialism in the present period is 
Whe result of “a group of political crazies,” who have come to power in 
Washington and constructed a “radical right-wing regime” abounding in 
megalomania”? As an explanation of the current phase of U.S. empire 
‘his is clearly inadequate. Despite the often neoconservative nature of the 
3ush administration’s top operatives, they have had the broad backing of 
_ne greater part of the establishment in the wars on Afghanistan and 
raq, the War on Terrorism as a whole, the huge military buildup, etc. 

To be sure, if a Democratic administration under Al Gore had come 
nto power in 2000 it is not at all certain that the United States would 
“ave gone to war with Iraq, in addition to Afghanistan, though an 
attempt would have been made to uphold U.S. imperial interests. The 

“Bush administration from the first was distinguished by the particularly 

Mbellicose group of neoconservatives at its helm. But in pursuing their 
belligerent ends they hardly lacked solid backing within the circles of 
power. Strong support was extended by both political parties, Congress, 
the judiciary, the media, and the corporations generally. Disagreements 
were largely about troop levels, the amount of force to be applied, 
relations to allies, dates of withdrawal (partial or whole), distribution of 
forces between the major “theaters,” etc. More fundamental questions, 
even the use oftorture, were avoided. Major dissent has mainly come 
from the bottom of the society. 

All of this suggests that expanded militarism and imperialism is 
deeply entrenched at present, at least within the top echelons of U.S. 
society. It reflects a general concern to expand U.S. hegemony as part of 
an imperial grand strategy, including rolling back insurgent forces and 
“rogue states” around the world, and keeping junior partners in line. The 
war in Iraq is best viewed as an attempt to assert U.S. geopolitical 
control over the entire Persian Gulf and its oil—an objective that both 
political wings of the establishment support, and which is part of the 
larger aim of the restoration of a grand U.S. hegemony.” The vast scale 
of U.S. military spending—encompassing more than 50 percent of the 
federal budget (excluding social security, medicare, and other transfer 
payments) and constituting 7 percent of the entire GDP—is thus 
externally rooted in the needs of the U.S. imperial grand strategy, which 
continually strains the U.S. system to its limits (as measured by the 

rbudget and trade deficits). 

U.S. imperialism has been transformed in recent decades by the 
absence of the Soviet Union, giving the United States more immediate 
power (particularly in the military realm), coupled, paradoxically, with 
signs of a secular decline in U.S. economic hegemony. It is this dual 
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reality of a temporary increase in U.S. power along with indications oi 
its long-term decline that has led to urgent calls throughout the power 
elite for a “New American Century,” and to attempts by Washington tc 
leverage its enormous military power to regain economic and geopolitica 
strength, for example, in the Persian Gulf oil region. In recent years, the 
United States has enormously expanded its military bases and operations 
around the world with bases now in around seventy countries and U.S. 
troops present in various capacities (including joint exercises) in perhaps 
twice that number. Washington is thus not just spending money on the 
military and producing destructive weapons, or engaging in wars andi 
interventions. It is also building a lasting physical presence around the 
world that allows for control/subversion/rapid deployment.” 

As a further reason not to dismiss the new surge in U.S. militarism 
and imperialism as merely the “megalomania” of a few, our argument 
points back to Kalecki’s imperial triangle, as constituting the principal 
dilemma facing opponents of imperialism. The creation of a huge military 
establishment to serve the U.S. empire was also understood, in military- 
Keynesian terms, as a quasi-full-employment strategy aimed at combating 
economic stagnation. With the help of the media (which, as General 
Electric Wilson insisted, had the task of “marshalling” public opinion in 
support of the permanent war economy), the distinctive foundations of 
post-Second World War U.S. capitalism were laid. The growth of the 
antiwar movement in response to the Vietnam War, and the end of the 
Cold War, represented setbacks for the imperial triangle, which showed 
up in terms of temporary drops in military spending as a percentage of 
GDP. Each time, in the late 1970s/early 1980s and again in the late 1990s/ 
early 2000s, such temporary lulls in military spending have been followed 
by a military resurgence.” 

For Kalecki the weak link in the imperial triangle was clearly the 
mass media propaganda system, which had the job of selling the 
permanent war economy to a population that could conceivably opt for 
other more rational, just, and egalitarian courses. Unlike the Korean War 
or the Vietnam War, the Iraq War (like the Gulf War before it) was 
preceded by a massive antiwar movement in the United States, 
demonstrating the willingness of perhaps a majority of the population to 
seek another way, opposed to militarism and imperialism. It was the 
monopoly media, far more concentrated than in Luce’s day and now 
virtually indistinguishable from monopoly-finance capital (becoming 
simply its public voice), that came to the rescue of U.S. war capitalism 
in its moment of need, giving credence to its obvious lies. “The press," 
as one of us has written, “was [soon] eating out of the Bush 
administrations bowl.” 

In a period of economic stagnation, financial crisis, declining 
hegemony, impending environmental collapse, and new populist 


14 ANALYTICAL MONTHLY REVIEW / OCTOBER 2008 


IEVIEW OF THE MONTH 


surgencies, Washington, representing the U.S. oligarchy as a whole, 
vas once again able to enlist the media monopoly in the marshaling of 
«ublic opinion in support of the imperial project through the promotion 
«f war hysteria. What made this possible was the prior existence of a 
well-oiled, privatized propaganda system designed to limit the range of 
egitimate debate in the mainstream media. In this system even the outer 
eaches of the quite timid liberal punditocracy were strictly walled-in to 
it within the proscribed boundaries of elite debate. Today fundamental 
lissent toward the existence of the military-imperial system, no matter 
1ow thoughtful or well-informed, is decidedly off-limits, except for 
deriodic ridicule. Ours is decidedly a “military-industrial-media 
complex.’! 

Nevertheless, the imperial triangle is now increasingly confronted with 
its own contradictions. As Baran and Sweezy foresaw more than four 
decades ago in Monopoly Capital, the U.S. military system faced two 
major internal obstacles. First, military spending tended to be 
technologically intensive and hence its employment stimulating effect 
was decreasing. “Ironically,” they observed, “the huge military outlays of 
today may even be contributing substantially to an increase of 
unemployment: many of the new technologies which are byproducts of 
military research and development are also applicable to civilian 
production, where they are quite likely to have the effect of raising 
productivity and reducing the demand for labor.” Second, expansion of 
“weapons of total destruction” and the devastating effects of the use of 
more powerful weapons, could be expected to generate a growing 
rebellion against the permanent war economy at all levels of society, as 
people perceived the dangers of global barbarism (or worse, 
annihilation). | 

Today the enormous weight of Washingtons war machine has not. 
prevented it from being stretched to its limits while becoming bogged 
down in Iraq and Afghanistan. Although still capable of great 
destruction, the United States is significantly limited in its ability to 
deploy massive force to achieve its ends whenever and wherever it 
wishes. The dream of Pax Americana, first presented by John F. Kennedy 
at the height of the Cold War, has turned into the nightmare of Pox 
Americana in the years. of waning U.S. dominance. The role the media 
monopoly has assumed in recent years in the promotion of war 
propaganda has contributed to the rapid growth of a media reform 
movement, which is now challenging the concentration of 
communications in the United States.” 

There is no doubt that a society that supports its global position and 
social order through $1 trillion a year in military spending, most likely 
far exceeding that of all the other countries in the world put together, 
unleashing untold destruction on the world, while faced with intractable 


ANALYTICAL MONTHLY REVIEW / OCTOBER 2008 15 


FOSTER, HOLLEMAN & McCHESNEY' 


problems of inequality, economic stagnation, financial crisis, poverty, 
waste, and environmental decline at home, is a society that is ripe for 
change. It is our task to change it. 
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An Alternative Worth Struggling For 


=MICHAEL A. LEBOWITZ 


“We are sinking in the Devil’s excrement,” wrote a close observer of 
VYenezuela’s adventures in oil. Was Venezuela’s deep culture of corruption, 
crime, and clientalism imaginable in the absence of the oil rents which 
became the supreme object of desire? Was the truncation of industry and 
agriculture and the vast chasm between a privileged oligarchy and an 

Mmpoverished mass inevitable—given the effects of oil wealth upon a 
mooor, developing country? 

To “sow the oil” was seen as a means of escape—to use that available 
nonrenewable wealth to build up agriculture and industry in order to 
create a balanced viable economy. But, until Hugo Chavez’s Bolivarian 
Revolution, these efforts floundered in the wake of transnational 
corporation restructuring, neoliberal state policy, and, in particular, the 
failure to challenge the logic of capital. 

Today, in Venezuela, there is an attempt to “sow the oil.” But, it is 
being done in a different way. More than a focus upon fostering particular 
sectors, the emphasis is upon stimulating the full development of human 
beings. Obviously, in a society suffering from an enormous social debt, 
the escalation of expenditures upon health and education has been a 
necessary starting point. But, it is only a starting point. The orientation 
toward “ensuring overall human development” contained in the Bolivarian 
Constitution has as its premise that protagonism and participatory 
democracy are essential for transforming people and “ensuring their 
complete development, both individual and collective.” Thus, the focus 
upon transferring state power to communal councils, fostering 
cooperatives, introducing worker councils into industry, reducing the 
traditional work day in order to ensure education for worker self- 
management in workplaces, developing a focus upon production for 
communal needs and purposes—these are steps being taken which start 
from the logic of a human society rather than the logic of capital. 

This process which has begun in Venezuela may not succeed. Among . 
other things, Venezuela faces a determined internal class opposition and, 
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even more important, imperialist enemies. And, it cannot succeed upo: 
its own. However, it points clearly to an alternative to barbarisn 
(including barbarism with a human face). That alternative is a societ 
‘that places human beings first and that struggles to create the condition: 
that allow (again in the words of the Bolivarian Constitution) the 
development of “the creative potential of every human being and the ful 
exercise of his or her personality in a democratic society.” That is ar 
alternative which says no to capitalism, no to the logic of society ir 
which human beings and nature are means for capital and profits. 
Venezuela has, put socialism for the twenty-first century on the agend 
everywhere. In particular, it demonstrates that we can take materia» 
wealth and begin to transform it into real wealth—the wealth of human 
beings. It demonstrates especially that its oil wealth need not be the 
devil’s excrement nor the means of reproducing the old relations but, 
rather, can be the basis for creating new relations where the explicit goal 
(in Marx’s words) is making the “development of all human powers as 
such the end in itself.” And, that is what I hope readers will take from 
my book, Build It Now-—-that there is an alternative, that it is an 
alternative worth struggling for, and that we have to struggle for it now. 


MONTHLY REVIEW Fifty Years Ago 





The principle of historical specificity holds for psychology as well as 
the social sciences. Even quite intimate features of man’s inner life are 
best formulated as problems within specific historical contexts. To realize 
that this is an entirely reasonable assumption, one has only to reflect for 
-a moment upon the wide variety of men and women that is displayed in 
the course of human history...The human variety is such that no 
“elemental” psychologies, no theory of “instincts,” no principles. of “basic 
human nature” of which we know, enable us to account for the enormous 
human variety of types and individuals. Anything that can be asserted 
about man apart from what is inherent in the socio-historical realities of 
human life will refer mainly to the quite wide biological limits and | 
potentialities of the human species. Within these limits and rising out of 
these potentialities, such a panorama of human types confronts us that 
to attempt to explain it in terms of a theory of “basic human nature” is 
to confine human history itself in some arid little cage of concepts about 
“human nature”--as often as not constructed from precise and irrelevant 
trivialities about mice in a maze. | 


—C. Wright Mills, “Psychology and Social Science,” 
l Monthly Review, October 1958. 
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“Vlarx’s Critique of Heaven and 
BCritique of Earth 


SOHN BELLAMY FOSTER, BRETT CLARK, AND RICHARD YORK 


In recent years the intelligent design movement, or creationism in a 


mimore subtle guise, has expanded the attack on the teaching of evolution 


A 


in U.S. public schools, while promoting an ambitious “Wedge strategy” . 
aimed at transforming both science and culture throughout society. As 
explained in our book Critique of Intelligent Design: Materialism versus 
Creationism from Antiquity to the Present (Monthly Review Press, 2008), 
this has reignited a 2,500-year debate between materialism and 
creationism, science and design. The argument from design (the attempt 
to discern evidence of design in nature, thereby the existence of a 
Designer) can be dated back to Socrates in the fifth century BCE. While 
the opposing materialist view (that the world is explained in terms of 
itself, by reference-to material conditions, natural laws, and contingent, 
emergent phenomena, and not by the invocation of the supernatural) to 
which Socrates was responding also dates back to the fifth century BCE 
in the writings of the atomists Leucippus and Democritus. The latter 
perspective was developed philosophically into a full-fledged critique of 
design by Epicurus in the third century BCE, which later influenced the 
scientific revolution of the seventeenth century. 

Today’s intelligent design proponents like William Dembski, senior 
fellow of the Seattle-based Discovery Institute’s Center for Science and 
Culture, continually affirm that the philosophical foundations of ‘the 
materialist views they oppose can be traced back to Epicurus in antiquity 
(“all roads,” Dembski observes, echoing Epicurus’s first century BCE 
Roman follower Lucretius, “lead to Epicurus and the train of thought he 
set in motion”). However, the three greatest materialist enemies of 
design in modern times are said to be Darwin, Marx, and Freud. It was 
Darwin who in a critique first used the term “intelligent design” in its 
modern sense, while Marx and Freud both developed materialist critiques 
of religion and design. 


John Bellamy Foster is editor of Monthly Review and professor of sociology at the 
University of Oregon. Brett Clark is assistant professor of sociology at North Carolina 
State University. Richard York is coeditor of Organization & Environment and associate 
professor of sociology at the University of Oregon. Their book, Critique of Intelligent 
Design: Materialism versus Creationism from Antiquity to the Present, will be 
published by Monthly Review Press in October. 
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In attacking evelicon and materialism, proponents of eileen: - 
design emphasize that the world is too specified and irreducibly comple» 
to have been the product of “pure chance.” In contrast, materialist- 
dialectical thinkers from antiquity to the present have argued that the 
world is ruled not by pure chance (or produced by strict mechanica. 
determinism) but is characterized by contingency, i.e., historica. 
deviations from structured conditions, leading over time to the 
emergence of qualitatively transformed phenomena: in Darwin’s theory 
through a process of natural selection. From a materialist perspective the 
crucial point is that the world is not governed by divine teleology, “fina 
causes,” or a transcendent Logos, but is nonetheless intelligible. in its. 
own terms, emerging “without the aid.of the gods” as Epicurus famously 
put it. 

As recounted in chapter 5 of Critique of Intelligent Design, reprinted 
below, Marx from a very early age was deeply engaged with this debate 
as it was manifested in antiquity up through the nineteenth century. He 
therefore developed a critique of heaven as a precondition for a critique 
of earth. This has made him a principal nemesis for intelligent design 
proponents up to the present day. 


—John Bellamy Foster, Brett Clark, and Richard York 


The Critique of Heaven 


“Christianity,” Karl Marx observed, “cannot be reconciled with reason 
[as embodied in Enlightenment science] because ‘secular’ and ‘spiritual’ 
reason contradict each other.”! Marx was a strong critic of teleology and 
the argument from design, which he saw as alienated attempts to provide > 
_a rational basis in nature for God’s dominion on earth, thereby justifying 
all earthly dominions. He sided with the materialist critique of 
intelligent design emanating from Epicurus, whom he called in his 
doctoral dissertation “the greatest representative of Greek 
Enlightenment.”? Marx therefore stands next to Darwin and Freud as a 
target for today’ s intelligent design proponents—who trace the 
intellectual sins of all three ultimately to Epicurus.’ 

For Marx the critique of religion was the indispensable starting point 
for a broader critique of an “inverted world” for which religion was both 
the “general theory” and the “encyclopedic compendium.” As he stated 
in 1844 in his “Introduction to a Critique of Hegel’s Philosophy of Right”: 
“The criticism of heaven turns into the criticism of earth, the criticism, 
of religion into the criticism of law and the criticism of theology into 
the criticism of politics. ” It was the critique of religion that made 
philosophy and science (and. with this the critique of political economy) 
possible. This also described the progression of Marx’s own thinking. 
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' Marx came from a mixed Jewish-Lutheran-deist heritage. Both of his 
maternal and ‘paternal grandfathers were rabbis, and almost all of the 
rabbis of Trier from the sixteenth century on were his ancestors. But his 
father, Heinrich Marx, converted to Lutheranism by 1817, the year before ` 
Marx’s birth, so that he could continue his profession as a lawyer in the 
Prussian state, which would otherwise have barred him from 
employment. Heinrich Marx was to become a devoted deist, described 
by Edgar von Westphalen (Karl Marx’s future brother-in-law) as a 
“Protestant a Ja Lessing.” Heinrich Marx embraced the Enlightenment, 
could recite Voltaire and Rousseau by heart, and urged his son to “pray 
_to the Almighty” and “to follow the faith of Newton, Locke and 
Leibniz.” Not as much is known about the beliefs of Marx’s mother, 
Henrietta. She seems to have been more attached to her Jewish beliefs, 
partly in deference to her parents, and was not baptized until 1825 (a 
year after Karl) upon the death of her father. The young Marx also came 
under the tutelage of the Baron Ludgwig: von Westphalen (his future 
father-in-law) who introduced him early on to the ideas of the utopian 
socialist Saint-Simon. | | 

Marx was educated at the Friedrich Wilhelm Gymnasium (High 
School) in Trier, a former Jesuit school in which four-fifths of the 
students were Catholic. In 1835 at the age of seventeen he was required 
to write three essays for his school-exit examination. One had to be 
devoted to a religious subject and Marx wrote on “The Union of 
Believers with Christ, According to John 15: 1-14, Showing its Basis and 
Essence, its Absolute Necessity, and its Effects.” The paper presented 
the Lutheran Trinitarian argument on the necessity of the union with 
Christ as.the goal of history. Marx concluded his paper by stating that 
“union with Christ bestows.a joy which the Epicurean strives vainly to 
derive from his frivolous philosophy or the deeper thinker from the most 
hidden depths of knowledge.”. This early focus on Christ versus the 
Epicureans and other philosophers suggests that even as an adolescent 
Marx was already interested in Epicurus’s materialism and its critique of 
design, pointing to his doctoral dissertation six years later on Epicurus 
in which he was to reverse the position of his early school paper and 
embrace the critique of design. Marx’s school essay on religion was 
written in the same year as David Strauss published his Life of Jesus, 
which was to constitute the starting point of the Young Hegelian critique 
of religion (and the same year as the introduction of the railway into 
Germany). 

Following his early school papers, the next major extant record 
emanating from Marx’s pen is his remarkable letter to his father, written 
from Berlin in November 1837. Here we find Marx struggling over the 
“grotesque craggy melody” of Hegel’s philosophy, which he absorbed 
completely but also resisted in part due to its idealistic content. “If 
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previously the gods had dwelt above the earth,” he wrote, “now [in 
Hegel] they became its centre.” Here was a philosophy “seeking the idea 
in reality itself.” But despite its obvious power over his thought, Marx 
felt that he had been delivered “into the arms of the enemy” and that he 
“had made an idol of a view” he “hated.” At the same time he joined the 
Young Hegelian “Doctors? Club,” which endlessly discussed Hegel’s 
philosophy and the critique of religion. eo 

In the very midst of his struggles over Hegelian philosophy Marx 
turned to “positive studies,” investigating the works of both Francis 
Bacon and the German natural theologian Hermann Samuel Reimarus. The 
long-term impact of Bacon on Marx’s thinking cannot be doubted. Marx 
saw Bacon as the modern materialist counterpart of the ancient atomists 
Democritus and Epicurus.” Marx and Darwin within a few years of each 
other in the late 1830s and early 1840s both explicitly adopted Bacon’s 
anti-teleological view, drawn from the ancient materialists, that any 
concept of nature rooted in final causes was “barren, and like a virgin 
consecrated to God produces nothing.”* Marx was undoubtedly strongly 
influenced by Hegel’s extensive treatment in his History of Philosophy of 
Bacon’s critique of final causes (for example the notion that the bee is 
“provided with” a stinger for protection) as opposed to efficient causes. 
In presenting Bacon’s critique of intelligent design, Hegel depicted him 
as the modern representative of an argument that “has the very merit [of 
opposing “superstition generally”] which we met with in the Epicurean 
philosophy.”® 

In this way, the great millennial struggle between materialism and- 
idealism, between science and teleology, with regard to the interpretation 
of nature, impressed itself early on in Marx’s thought via Bacon, and was 
reinforced by his studies of Hegel. The Enlightenment materialism of the 
eighteenth century, as Engels put it, “posited Nature instead of the 
Christian God as the Absolute confronting man.” Such materialism 
derived from the rejection within science of both the argument from 
design of Christian religion and all idealistic theories that relied on 
teleological arguments. As Engels cogently expressed it: 


“Did god create the world or has the world been in existence 
eternally?” The answers which the philosophers gave to this 
question split them into two great camps. Those who asserted the 
primacy of spirit to nature and, therefore, in the last instance, 
assumed world creation in some form or other—(and among the 
philosophers, Hegel, for example, this creation often becomes still 
more intricate and impossible than in Christianity)—comprised the 
camp of idealism. The others, who regarded nature as primary, 
belong to the various schools of materialism. These two 
expressions, idealism and materialism, primarily signify nothing 
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more than this; and here also they are not used in any other 
` sense," 


_If the issue of materialism versus idealism necessarily arose in Marx’s 
1837 studies of Bacon, this was no less true of his 1837, readings from 
Reimarus. Hermann Samuel Reimarus was best known in Marx’s day for 
his posthumously published Wolfenbüttel Fragments of 1774-78, drawn 
from his Apology, or Defense for the Reasonable Worshippers of God. 
‘Representing a rationalist, deist criticism of the accuracy of biblical 
revelation with regard to Christ and a denial of his divinity (Reimarus 
called Christ a “secular savior”), the Fragments created a furor in 
Germany—not unlike the reception of David Strauss’s Life of Jesus in the 
following century.” In his lifetime, however, Reimarus was known 
principally for his work on logic and—more significantly for Marx—for 
his two major works on natural theology and the instincts of animals: 
his 1754 The Principal Truths of Natural Religion Defended and 
Illustrated, in Nine Dissertations: Wherein the Objections of Lucretius, 
Buffon, Maupertuis, Rousseau, La Mettrie, and Other Ancient and 
Modern Followers of Epicurus are Considered, and their Doctrines 

Refuted; and his 1760 Triebe der Thiere or Drives of Animals.” 

'  Reimarus was a follower of the English natural theologian John Ray 
and had written a brief treatise as early as 1725 promoting Ray’s 
argument from design. The influence of Ray is evident throughout 
Reimarus’s Principal Truths of Natural Religion. He transformed Ray’s 
clock metaphor into a watch metaphor nearly half a century before 
William Paley more famously employed the watch metaphor in his 
Natural Theology (1802). As Reimarus wrote: 


Suppose a Hottentot who knows nothing of the use of a watch, 
was shewn the inside, the spring, chain, wheels, in short, all its 
parts and the disposition of them; nay let him be instructed by a 

' watch-maker, so that, in time, he may be able to make a watch; 
yet I affirm, that the Hottentot, if he is not made acquainted with 
the use of a watch, does not know what a watch is. He knows it 
not essentially; he is ignorant of its design and entire construction. 
For if the use of it had not been previously conceived in the mind 
of the artist who made a watch, as something sensible, such a 
machine would never have been made, nor have been disposed and 
constructed in such a manner. 


Reimarus used this argument to infer that just as a watch was a 
machine designed by humanity for its own use, so the entire machinery 
of the inanimate world must have been designed by God and for a 
purpose: for use by animate beings.® 

The principal thrust of Reimarus’s Principal Truths of Natural Religion 
was to counter the ancient Epicurean critique of intelligent design and 
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its modern representatives. Thus he argued against Epicurean “blind 
chance” and in favor of God’s “wisdom and design.” The ultimate crime 
of Epicurus’s philosophy, according to Reimarus, was to “banish God 
into the Intermundia,” leaving him with no relation to the world. In the 
first five of the nine “dissertations” that made up this work Reimarus 
principally concerned himself with attacking Epicurus’s own arguments, 
while in the remaining four dissertations he addressed the modern 
followers of Epicurus (such as Buffon, Maupertuis, Rousseau, and La 
Mettrie). Arguing against the notion of the spontaneous creation of life 
from the earth, he declared in direct opposition to Epicurus’s view: “The 
origin of men and other animals from the earth cannot be accounted for 
in a natural way....[T]he earth has no title to be called the general 
mother of us all.”!* 
It was in the fifth dissertation of his Principal Truths of Natural 
Religion that Reimarus most effectively advanced what he called the 
“general proof” of final causes, focusing on the innate drives of animals, 
and distinguishing these from human knowledge derived from experience. 
Animals, he argued, obtained.the rationality evident in these innate 
drives directly from God, rather than material causes. Writing, for 
example, of bees he stated: “Certainly no part of Nature shews greater 
appearances of a Superior Direction than the Bees, which not only form 
their sexangular cells in-the most regular and just dimensions, but go 
about it as if they were well versed in the sublimest parts of geometry 
and fluxions.” In contrast, “when men first come into the world, they 
have very few or no ideas, and have no skill or ability to put any plan in 
execution, but acquire them by invention and exercise...attain[ed] only by 
repeated trials and long practice.” Indeed, human beings have “for...many 
thousand years, been labouring with united strength in the invention of 
their arts, which have been but slowly brought to the present degree of 
perfection; and yet we cannot be said to execute what is necessary for 
our station in so perfect a manner as every animal, in its way, does 
immediately after its birth.” For Reimarus this was sufficient to establish 
the truth that animals “owe all their skill to a superior Intelligence.” 
Playing on the ancient materialist proposition, advanced most 
consistently by Epicurus, that “nothing comes from nothing,” Reimarus 
argued that “from nothing, nothing can be conceived or invented”—hence 
the innate drives of animals had to be attributed to “the over-ruling 
Wisdom of their Creator.” 


Six years later in his Drives of Animals Reimarus expanded this 


argument of the “fifth dissertation” of his Principal Truths of Natural.. 


Religion into a more general animal psychology. Here the argument from 
design is pushed further into the background and a more scientifically 
modeled argument is constructed, though Reimarus never abandoned his 
natural-theological views. “For the mature Reimarus, the explanation of 
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minimal behavior is not” to be found in “incorporeal knowledges 
mplanted either by God or experience, but...innate physiological 
ganizations called drives.” Consequently he has been called “the 
originator of the concept of drives” in psychology. 

Reimarus’s theory of drives was largely ignored by psychology until 
he twentieth century but had an important impact on Marx, who 
requently employed the psychological component of Reimarus’s theory of 

miirives in his own distinctions between human beings and animals. 
nspired in part by Reimarus, Marx famously used the comparison of 
ees as natural architects to bring out the distinctiveness of human 
abor. “A spider conducts operations which resemble those of a weaver, 
ind a bee would put many a human architect to shame by the 
construction of its honeycomb cells. But what distinguishes the worst 
architect from the best of bees is that the architect builds the cell in his 
anind before he constructs it in wax.” It is clear that Marx, as he himself 
Bindicated, studied Reimarus closely, including his natural theology and 
Mhis critique of Epicurean materialism: issues that were central to Marx’s 
analysis from the beginning.” Marx, however, would have had little 
«patience with Reimarus’s natural theology. Thus he was to refer with 
‘disdain to “the earlier teleologists” for whom “plants exist to be eaten 
by animals, and animals exist to be eaten by men.” 

Marx preferred Newtonian deism both to the natural theology of 
Reimarus’s Principal Truths and the “best of all possible worlds 
philosophy” of Leibniz. With regard to the famous seventeenth century 
debate between Samuel Clarke (representing Newton) and Leibniz, Marx 
clearly sided with Clarke/Newton’s greater adherence to scientific 
principle—writing “Bravo, old Newton!” in response to Newton’s position 
in his Principia (quoted in the Leibniz-Clarke Correspondence), in which 
he forcefully denied that God was “the soul of the world” as opposed to 
having dominion over souls as the “Universal Ruler.” Newton’s position 
was a partial recognition (in the natural realm) of the separation of the 
magisteria of science and religion. 

These concerns regarding materialism and ‘design carry over into 
Marx’s doctoral dissertation. His dissertation, The Difference Between 
the Democritean and Epicurean Philosophy of Nature, was completed and 
accepted in 1841. However, he began his work on it in 1839, when he 
commenced his seven notebooks on Epicurean philosophy. His 
dissertation also included an appendix, “Critique of Plutarch’s Polemic 
Against the Theology of Epicurus,” of which we have only a couple of 
fragments plus the notes to the appendix. (The last two chapters of the 

first part ‘of the dissertation are also missing from the extant document,’ 
except for a part of the notes to the missing chapter 4.) 

Marx’s dissertation, despite its title, was concerned relatively little 

with the philosophy of Democritus, which was mainly a springboard for 
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his analysis of Epicurus. As philosopher Paul Schafer has explained, “tł 
dissertation’s substantive core, that is, its atomist or materialist contene 
is Epicurean, while its analytical approach, that is, the dialectical metho 
utilized to think those core ideas through, is Hegelian. The result is 
fascinating hybrid that provides an illuminating picture of the genesis c 
Marx’s philosophical view”: the struggle between materialism ane 
idealism that was to govern his thought. Marx strongly admiree 
Epicurus’s materialism, his “dialectical atomism” (as Schafer puts it), hi 
critique of teleology and determinism, and above all his philosophy c 
freedom. Perhaps nothing so drew Marx to Epicurus as much as th 
latter’s statements (strung together by Marx from ancient sources): “J> 
is chance, which must be accepted, not God, as the multitud» 
believe’....‘It is a misfortune to live in necessity, but to live in necessit 
is not a necessity. On all sides many short and easy paths to freedon= 
are open....It is permitted to subdue necessity itself.” 

AS Engels later wrote: “While classic Greek philosophy in its las: 
forms—particularly in the Epicurean school—led to atheistic materialism 
Greek vulgar philosophy led to the doctrine of a one and only God anc 
of the immortality of the human soul.” In the debates regarding natura. 
science versus religion in his lifetime, Marx identified with the struggles 
and dilemmas that Epicurus confronted and the materialist, empiricist 
tradition to which he gave rise. Hence, Arend Th. van Leeuwen, > 
theologian, points out in relation to Marx’s dissertation, “In a sense, 
Epicurus acts as Marx’s double. Every time the name Epicurus is. 
mentioned, we are to think of Marx reflecting his own problems in the 
mirror of Greek philosophy.” 

At the core of materialism was a critique of the notion that the 
rationality of the world was to be attributed to the gods. Hence, Marx’s 
doctoral dissertation on Epicurus was both a treatment of materialist 
dialectics and a critique of religion. In his “Foreword” to what was 
intended to be a published version of his thesis, Marx identified 
Epicurus with Prometheus (both bringers of light) and contended: “The 
confession of Prometheus: ‘In simple words, I hate the pack of gods’ 
[Aeschylus, Prometheus Bound], is its [philosophy’s] own confession, its 
own aphorism against all heavenly and earthly gods who do not 
acknowledge human self-consciousness as the highest divinity. It will 
have none other beside.” 

Justifying the inclusion of the appendix to his dissertation, Marx 
wrote: “If a critique of Plutarch’s polemic against Epicurus’ theology has 
been added as an appendix, this is because this polemic is by no means 
isolated, but rather representative of a species, in that it most strikingly: l 
presents in itself the relation of the theologising intellect to philosophy.” 
By attempting to promote the religious morality and the argument from 
design and to polemicize against Epicurus on those bases Plutarch had 
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rought “philosophy before the forum of religion.” Marx went on to side . 
xplicitly with David Hume in declaring that philosophy with its rational 
oproach to nature, and not the “theologising intellect” of natural 
reology, is the rightful king of the realm of reason.” 
_Plutarch—who lived into the second century—was the senior of two 
riests of Apollo at the Oracle of Delphi and “a representative of religious 
latonism during the early part of the Christian era.”** He was a strong 
ritic of Epicurus, on the grounds that the latter had removed the 
ecessary fear of God. It was terror of the afterlife that above all bound 
umanity to God. As Marx put it, Plutarch was a spokesperson for the 
™octrine that “justifies the terrors of the underworld for the sensuous 
onsciousness....In fear, and specifically in an inner fear that cannot be 
xtinguished, man is determined as an animal.” At the same time 
‘lutarch advanced the argument of benign providence (even in the most 
errible acts) as proof of God’s existence. For Plutarch, Epicurus was to 
_ve castigated for transforming the gods into distant beings comparable 
3 the “Hyrcanian [Caspian Sea] fish” from which no harm or advantage 
ould be obtained.” 

Marx’s critique of Plutarch both in the main text of his dissertation 
ind in its appendix is thus of great importance in understanding his 
critique of religion, and in his response to the argument of design 
specifically. Marx had nothing but contempt for Plutarch, who, in 
iddressing in his biography of Marius the battle between the Romans 
and the German Cimbri tribes in 101 BCE near Vercelli, provided what 

“Marx called “an appalling historical example” of how a religious morality 
«cooted in the fear of all-powerful deities violated all conceivable 


Bhumanity: 


After describing the terrible downfall of the Cimbri, he relates . 
that the number of corpses was so great that the Massilians [l.e., 
citizens of the Greek colony and city-state Massilia, now 
Marseilles] were able to manure their orchards -with them. Then it 
rained and that year was the best for wine and fruit. Now, what 
kind of reflections occur to our noble historian in connection with 
the tragical ruin of those people? Plutarch considers it a moral act 

of God, that he allowed a whole, great, noble people to perish and 

rot away in order to provide the philistines of Massilia with a 

bumper fruit harvest. Thus even the transformation of a people 

into a heap of manure offers a desirable occasion for a happy 
reveling in [religious] morality! 

Hence, for Plutarch a bumper crop of wine and fruit resulting from 
the rotting bodies of the vanquished Cimbri was itself an argument for 
the rationality of nature arising from divine providence. Plutarch’s God 
was for Marx a “degraded God,” and Plutarch himself a spokesperson for 
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“the hell of the populace.” | 

In refutation of Plutarch, Marx, in his appendix, rejected “proofs c 
the existence of God,” since these were in reality their opposite: “proof 
of the existence of essential human self-consciousness.” Indeed, “the 
country of reason,” he declared, “is for God in general, a region in whic 
he ceases to exist”——since this is the exclusive realm of humanity. Contr 
to Plutarch, Marx quotes from the French materialist and Epicurea; 
Baron d’Holbach’s System of Nature: “Nothing...could be more dangerou 
than to persuade man that a being superior to nature exists, a bein: 
before whom reason must be silent and to whom man must sacrifice ayee. 
to receive happiness.” "i 

Both the later Friedrich Wilhelm Joseph von Schelling and Hege 
come under attack in Marx’s appendix for their theological views» 
Schelling is seen as abandoning his earlier conception of human freedon» 
in concluding in his later work that God “is the real foundation of ou 
cognition.” Hegel is condemned for turning all previous theologica 
demonstrations “upside down” in order to try to demonstrate God”: 
existence in the opposite fashion from traditional. Christian theology 
Previously natural accidént and miracles were considered the proofs o: 
God’s existence. Now Hegel, in line with natural theology, purported tc 
demonstrate the same thing with the reverse argument. Simply because 
“the accidental does not exist, God or the Absolute exists.” In othe» 
words, the proofs of God were to be found not in natural accidents or ir 
miracles but in evidence of divine necessity. 

Responding to such alleged proofs of God’s existence, including the 
argument from design, Marx pithily declared: “Lack of reason is the 
existence of God.” Conversely, the historical development of self- 
consciousness in the material world is the reasoned existence of 
humanity. “It is precisely Epicurus who makes the form of consciousness 
in its directness, the being-for-self, the form of nature. Only when nature 
is acknowledged as absolutely free from conscious reason [i.e., from the 
externally imposed rationality of a deity] and is considered reason in 
itself; does it become entirely the property of reason,” or the self- 
conscious world of humanity.” | 

In this Marx broke sharply with Hegel himself, who had proclaimed 
in holy terms that his Logic was nothing but “the exposition of God as 
He is in His eternal essence before the creation of the world and man.”” 
At the heart of Hegel’s entire philosophy, Marx and Engels were to state 
in The Holy Family, was “the speculative expression of the Christian- 
Germanic dogma of the antithesis between Spirit and Matter, God and 
the world.” In his Critique of Hegel’s Philosophy of Right Marx went so- 
far as to label Hegel’s Logic a “Santa Casa” or “Holy House”—the name 
with which, as van Leeuwen pointed out, the Roman Catholic Inquisition 
in Madrid “sanctified its prison” and chamber of terror.” 
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It has been customary to see Marx’s critique of religion and of 
Hegelian philosophical idealism as only developing as a result of his 
encounter with Ludwig Feuerbach’s prior critique of the Hegelian system. 
However, Marx’s critique of the “theologising intellect,” which was to 
find its most powerful expression in his introduction to Critique of 
Hegel’s Philosophy of Right in 1844, was already essentially complete by 
the time he submitted his doctoral dissertation in early 1841—the very 
year that Feuerbach’s Essence of Christianity was published.” Moreover, 
Feuerbach’s Preliminary Theses on the Reform of Philosophy, which was 
to have a more direct impact on Marx’s thinking, did not appear until 
1842. It would be more correct to argue, therefore, that Marx’s critique 
of religion developed independently of and alongside Feuerbach’s critique, 
which added force to Marx’s views.” 

Nonetheless Feuerbach’s naturalistic rejection of Hegel’s idealist 
philosophy exerted a powerful influence on Marx. For Feuerbach, 
speculative philosophy in its most developed form, the Hegelian system, 
represented the alienation of the world of 'sensuous existence to which 
human reason was materialistically bound. It replicated, in the name of 
philosophy rather than theology, the religious estrangement of human 
beings from nature. Hegel had presented the world as developing in 
inverted form “from the ideal to the real.” In contrast, “all science,” 
Feuerbach insisted, “must be grounded in nature. A doctrine remains a 
hypothesis as long as it has not found its natural basis. This is true 
particularly of the doctrine of freedom. Only the new [materialist] 
philosophy will succeed in naturalizing freedom which was hitherto an 
anti-hypothesis, a supernatural hypothesis.” 

Marx’s Critique of Hegel’s Philosophy of Right, which was published 
in 1844 in Paris in the Deutsch-Franzésische Jahrbücher (German-French 
Annals), has been called “the Magna Carta of the Marxist critique of 
religion.” It is here that Marx famously declared: 


Man makes religion, religion does not make man. Religion is 
indeed the self-consciousness and self-esteem of man who has 
either not yet won through to himself or has already lost himself 
again. But man is no abstract being squatting outside the world. 
Man is the world of man, state, society. This state and this 
society produce religion, which is an inverted consciousness of the 
world, because they are an inverted world....{Religion] is the 
fantastic realization of the human essence since the human essence 
has not acquired any true reality. The struggle against religion is 
therefore indirectly the struggle against that world whose spiritual 
aroma is religion. 


Religious suffering is at one and the same time the expression of 
real suffering and a protest against real suffering. Religion is the 
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sigh of the oppressed creature, the heart of a heartless world and 
the soul of soulless conditions. It is the opium of the people. 


Marx here demonstrates a real sympathy for ‘religion “as the 
expression of real suffering” and as a necessary solace for the oppressed. 
The latter do not have the same access to other means of consolation, 
such as opium, available to the wealthy, and have not yet learned to 
revolt against the inverted world of which religion is the fantastic 
manifestation. Reversing the position that he adopted as'an adolescent 
in his school paper on the “Union of the Faithful with Christ,” Marx 
argued that “the abolition of religion as the illusory happiness of the | 
people is the demand for their rea] [material] happiness.” “Thus the 
criticism of heaven turns into the criticism of earth.” 


The Critique of Earth 


Marx’s critique of religion was geared at all times to the needs of a 
humanist, materialist, and scientific understanding of the world. The 
critique of religious alienation led to the critique of human-worldly 
alienation by means of two dialectical movements: (1) a critique derived 
from Epicurus and Feuerbach of religion as the alienation of the human 
world, and thus an inversion of human freedom—a critique that also 
extended from theology to idealist philosophy (as in the case of Hegel); 
and (2) a critique of purely contemplative materialism/humanism as 
empty abstractions, insofar as they were not simply presuppositions for a 
critique of earth (i.e., material-historical reality). 

Hence, atheism itself, so long as it remained in the ether of 
Feuerbach’s contemplative realm, was insufficient and devoid of genuine 
meaning, other than as a first step in the development of a humanist 
philosophy. Atheism as an ideal, Marx insisted, was “for the most part 
an abstraction.” It was “a negation of God, through which negation it 
asserts the existence of man.” It thus constituted mere “theoretical” 
humanism.” 

As a materialist, Marx opted not to invest in the abstraction of God 
and religion. At the same time he did not attempt to disprove the 
supernatural existence of God, since that transcended the real, empirical 
world and could not be answered, or even addressed, through reason, 
observation, and scientific inquiry. Instead he forged a practical atheism 
through his scientific commitment to a historical materialist approach 
for understanding reality in all of its dimensions. The practical negation 
of God and the affirmation of humanity and science demanded an active 
movement for revolutionary social change, the real appropriation of the 
world to pursue human development—the growth and expansion of 
human capabilities~—and freedom. 

Marx’s critique of religion was thus never about the supernatural 
existence (even in negation) of God, but about the affirmation of the 
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material world, the world of human beings, of reason and science—all of 

which required the displacement of “religion” as “the devious- 

acknowledgement of ian, through an intermediary.”* Thomas Dean was 

therefore correct when‘he;wrote in his Post-Theistic Thinking that, 

~ , Agreeing with the,./Aristotelian and Hegelian observation that 
contraries belong to?ithe same genus, Marx views atheism as 
nothing more than an ideological contrary to religion. Hence it 
does not lead to a radical break with a religious way of thinking. 
Atheism looks more like a “last stage of theism, a negative 
recognition of God” than the theoretical foundation for a positive, 
this-worldly philosophy of man. It gives rise inevitably to the 
desire to supplant the God thus denied by a correspondingly 
elevated or deified concept of man....It is only by a second act of 
transcendence, by transcending the mediation of humanism via - 
atheism, “which is, however, a necessary presupposition,” that the 
possibility opens up of a “positive humanism, humanism emerging - 
positively from itself.” The basis -of:-Marx’s atheism and of his 
secular metaphysics is not therefore a set of philosophical 
arguments or speculative disproofs of the existence of God. That 
would be an ideological foundation/as theological in character as 
theology itself. It is, rather, fan’ independently formulated 
humanism that stands in immediate or unmediated fashion on its 
own feet.” 


Marx’s dialectical position that viewed religion as the source of “an 
illusory happiness,” made necessary by the. impossibility of “real 
happiness,” meant that it was possible to recognize the alienated 
humanity in religion itself. Thus he was capable of not only referring to 
religion as “the heart of a heartless world,” but also of making such 
statements as: “After all we can forgive Christianity much, because it 
taught us the worship of the child." Compared to this, as Marx 
observed in his Theses on Feuerbach, a crude atheism that sought to 
establish itself alongside traditional religion “as an independent realm in 
the clouds” had relatively little to offer. The critique of religion was 
therefore socially meaningful only to the extent that it went beyond 
abstract atheism and contemplative materialism and gave rise to an 
atheism on the ground rooted in “revolutionary practice.” | 

Marx’s early critique of religion and of speculative philosophy was to 
form the basis of his later critique of ideology, specifically the ideology 
of bourgeois society. Ideology thus became a more general case of the 
same inversion of ideas and the material world that characterized the 
alienated condition of religion: “The ruling ideas,” Marx and Engels 
wrote in the German Ideology echoing Marx’s earlier critique of the 
“theologising intellect,” “are nothing more than the ideal expression of 
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the dominant material relations, the dominant material relations grasped 
as ideas.”*° 

Marx often referred to the Protestant Reformation, and specifically 
Lutheranism in the German context, as representing the new religious 
garment that clothed the rising bourgeois society. Thus he ironically 
pointed to Martin Luther’s argument on the existence of a universal 
world of plunder as evidence of God’s design. As Luther himself put it, 
“God uses knights and robbers as his devils to punish the injustice of 
merchants.” In this way, according to Luther, “unchristian thieving and 
robbing” on all sides could be seen as pointing to the eventual coming 
to be of “God’s final word.” Thus for Luther—as Marx clearly meant his 
readers to understand—God’s rationality was displayed even in what 
Hobbes had called “the war of all against all” of bourgeois society. 

In Marx’s Capital, money, commodities, and capital itself were all 
' seen as taking on the form of God in bourgeois society; while profit, 
rent, and interest formed a new “Trinity.” Marx compared the “fetishism 
that attaches itself to the products of labour” to the “misty realm of 
religion” where “the products of the human brain appear as autonomous 
figures endowed with a life of their own.” The parallels between the 
critique of religion and the critique of capital in Marx’s thought are thus 
endless. 

Yet, Marx also continued to confront religion (including the argument 
from design) more directly due to its intrusions in the realms of 
morality and science. Morality was to be judged not in either 
foundationalist or relativist terms, but in terms of radical historicism, 
where moral conditions evolve with the material needs of human 
communities—a view that could be traced to Epicurus. There was no 
ultimate, divine moral order for society. Marx therefore attacked all 
notions of “mystical tendency, the providential aim...providence.” He 
rejected all foundationalist morality emanating from religious final 
causes, insisting instead that human beings were “the actors and authors 
of their own drama.” 

Denouncing narrow religious morality and its effects on the 
development of political economy, Marx observed in Capital that “most 
of the population theorists are Protestant clerics...Parson Wallace, Parson 
Townsend, Parson Malthus and his pupil, the arch-Parson Thomas 
Chalmers, to say nothing of lesser reverend scribblers in this line.... With 
the entry of ‘the principle of population’ [into political economy], the 
hour of the Protestant parsons struck.” The main objection to such 
thinkers was that they had departed from the principles of science by 
allowing the arguments of natural theology and religious morality to 
intrude into the science of political economy, as part of a defense of the 
ruling-class order. “The Malthusian theory,” the young Engels wrote in 
1844, was “the economic expression of the religious dogma of the 
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contradiction of spirit and nature and the resulting corruption of both. 
In his 1786 Dissertation on the Poor Laws Reverend Joseph Townsend, as 
Marx noted in the Grundrissse, supplemented fear as a motive for 
Christian religion with hunger as a motive for bourgeois industry (both 
constituting evidence of natural law and God’s design). “Hunger,” 
Townsend wrote, “is not only a peaceable, silent, unremitted pressure, 
but, as the most natural motive to industry and labour, it calls forth the 
, most powerful exertions.” 
- For Marx, Malthus, like Townsend before him, was guilty of “clerical 
fanaticism.” Although Malthus’s arguments were presented as scientific, 
they nonetheless invoked God as the final cause and promoted God’s 
will and Christian morals as the justification for the elimination of the 
Poor Laws. The general anger of the working classes towards Malthus 
and his natural theology (raised to the level of economic science) was 
best expressed by the political radical William Cobbett, who, in the 
same general spirit as Marx, said of Malthus: “I have during my life, 
detested many men; but never any one so much as you....No assemblage 
of words can give an appropriate designation of you; and, therefore, as 
being the single word which best suits the character of such a man, I 
call you Parson, which amongst other meanings, includes that of 
Borough-monger Tool.”4 7 

In contrast to these objections to Malthus, Marx strongly defended 
the scientific character of Adam Smith’s economics against the criticisms 
of theologian and political economist Thomas Chalmers who considered 
Smith to have rejected the Christian view in his close connection to 
Hume (who was influenced by Epicurus’s materialism) and in his concept 
of unproductive labor, which Chalmers viewed as an attack on God’s 
clergy. In his political economic writings, Marx argued, Chalmers allowed 
religion and God, complete with “Christian priestly trimmings,” to 
intrude directly into science. “The parsonic element is...in evidence not 
only theoretically but also practically, since this member of the 
Established Church defends it ‘economically’ with its ‘loaves and fishes’ 
and the whole complex of institutions with which this Church stands or 


falls.4* 
The Death of Teleology 


The materialist conception of nature and the materialist conception of 
history were for Marx the two indispensable bases of modern science 
Human history and natural history ultimately constituted a single 
historical frame of reference. He therefore consistently advancec 
evolutionary views against all notions of design by a deity. Life, ‘he 
contended, had originated in the world in accordance with some kind o 
spontaneous generation. He argued together with Engels in The Germai 
Ideology in 1846 that organic existence could not be understood i» 
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teleological terms, but involved “the bitterest competition among plants 
and animals” in which the relation of species to natural conditions was 
the material cause. And he early on adopted the conception of deep time 
arising from historical geology.* 

Marx’s admiration for Darwin’s evolutionary theory is well-known. He 
was reported as speaking of nothing else for months after the publication 
of the Origin of Species. Upon reading Darwin’s work shortly after it 
appeared Marx wrote to Ferdinand Lasalle: “It is here that, for the first 
time, ‘teleology’ in natural science is not only dealt a mortal blow but 
its rational meaning is empirically explained.” His only criticism of 
Darwin was that by drawing on Malthus for inspiration in developing his 
theory of natural selection he had inadvertently given credence within the 
social realm to the -Malthusian doctrine, which had espoused Christian 
morality, natural theology, and bourgeois justifications of the division of 
class and property. Hence, Marx and Engels sought at all times to 
separate Dawinian theory from Malthusianism or social Dawinism, while 
adhering to a materialist/humanist science, seeking to further human 
freedom. | 

In place of Malthus’s abstract law of population, which was meant to 
justify class relations, Marx turned increasingly to the new field of 
anthropology in order to develop a historical, materialist, and scientific 
understanding of the development of human populations and societies in 
all of their aspects. He pointed out that, just as Darwin had referred to 
the organs developed by species as a kind of “natural technology,” the 
result of natural selection, so too were human tools an extension of the 
organs of human beings and the product of social evolution. Did not the 
evolution of the tools of human beings provide then an approach to the 
evolution of human society that required “equal attention? And would 
not such a history be easier to compile, since, as Vico says, human 
history differs from natural history in that we have made the former, but 
not the latter?” 

Significantly, at the very time that Darwin was introducing his theory 
of evolution by natural selection, a second, no less serious, assault on 
the biblical view of the world was taking place. The year 1859, the date 
of the publication of Darwin’s Origin, also marked the beginning of what 
has been called the “revolution in ethnological time.” Although 
Neanderthal remains had been discovered in 1856, it took time for 
naturalists to realize exactly what they were. The discovery of prehistoric 
human remains in Brixham cave near Torquay in southwestern England in 
1859 served as conclusive scientific evidence that human beings had 
existed on earth in great antiquity.” This extended the human time line 
‘tar beyond recorded history, contradicting the view based on the Bible 
chat humanity had existed at most only a few thousand years. Suddenly 
scientists were faced with evidence that human beings had evolved over 
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„a period of time much longer than biblical literalists allowed for the 
-history of the earth. Biologists and geologists closely associated with 
Darwin, such as John Lubbock and Thomas Huxley, began to consider 
the question ‘of human evolution, relying in part on what was being 
revealed of the prehistoric record. 

` Lubbock built his work on Epicurus/Lucretius’s distinction of the 
stone, bronze, and iron ages. Meanwhile, Lewis Henry Morgan 
introduced his pioneering work in anthropology, Ancient Society, based 
principally on his studies of the Iroquois—tracing the roots of his own 
evolutionary perspective to Lucretius.” Much of Marx’s research for the 
remainder of his life, after the publication of Capital, volume 1, in 1867— 
even taking precedence over his economics—was devoted to wider 
ethnological studies as represented by his Ethnological Notebooks (1880- 
82). Marx’s approach was built on Morgan’s, in the sense of attempting 
to understand the full development of human productive and familial 
relations—recognizing that a genuine human anthropology of prehistory 
was now conceivable. It thus constituted an expansion of science’s 
magisterium at the expense of the magisterium of religion. 

Hence, although Marx devoted the greater part of his adult life to 
developing a critique of the regime of capital as a form of class-based 
production, this has to be seen as part of a much more fundamental 
materialist/humanist worldview that arose from his critique of religion. 
Like Hume, Marx was fond of referring not only to Lucretius but also to 
the later satirist (and Epicurean) Lucian (c. 120-c. 180) and his Dialogues 
of the Gods, in which, according to Marx, the gods died a second death 
due to comedy. And just as Hume had turned to Lucretius and Lucian 
on his deathbed, Marx’s response to death, as recounted by Engels, was 
to quote Epicurus: “Death is not a misfortune for him who dies, but for 
him who survives.” 

Indeed, Epicurus, Marx pointed out, argued that “the world must be 
disillusioned and especially freed from fear of gods, for the world is my 
friend.” Lucretius had written, “Things come into being without the aid. 
of the gods.” Marx added that all human history, including the 
development of human nature, the formation of new needs, etc., is made 
Da beings as self-mediating beings of nature, without the aid of 
gods.” 
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Four Crises of the Contemporary © 
World Capitalist System 


WILLIAM K. TABB 


This essay examines aspects of the global political economy that I 
hope will inform progressive governments and movements for social 
change. It evaluates the constraints and opportunities presented in the 
current conjuncture of world capitalist development by analyzing four 
areas of crisis in the contemporary world capitalist system. These are 
not the only contradictory elements in the contemporary conjuncture, but 
they are, in my view, the most salient. ' 

The first problem is the financial turbulence that has gripped: the 
economy of the United States and has had widespread effects. It is a 
crisis that further discredits mainstream Anglo-American economics. I 
do not know that it is the crisis of capitalism. For this to be the case it 
would not only have to become much deeper, but its impacts would have 
to be felt more dramatically as a systemic failure. Most importantly, a 
party formation capable of explaining how such crises are inherent in the 
nature of the functioning of capitalism and of inspiring a socialist 
alternative would have to mobilize a movement of the sort that ended 
apartheid in South Africa. Without the last, even a deep and painful 
crisis will be, at best, only the occasion for reforming and not abolishing 
capitalism. 

A second crisis is that of U.S.-led imperialism, which has been 
discredited both in terms of its regime-change-wars-of-choice and the 
increasingly effective resistance to the international financial and trade 
regime we know as the Washington Consensus. Because of the 
incalculable harm neoliberalism has done, and continues to do, it is now 
ideologically on the defensive. A third point of crisis is the rise of new 
centers of power in what had been the peripheries of the capitalist 
system and the tensions this has unleashed, providing room to maneuver 
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for countries wishing to break with the United States. A fourth area of 
crisis has to do with resource usage, the uneven distribution of the 
necessities of life, and a growth paradigm that is no longer sustainable. 
Here grassroots social movements in South Africa and elsewhere are 
leading actors in resisting privatizations and the imposition of a hyper- 
individualism that brings disaster for the most oppressed and exploited. 


Crisis One: Financialization and Financial Crisis! 


How much damage the current financial meltdown will cause remains 
to be seen, but the harm is already extensive. At the level of systemic 
crisis an important issue relates not just to the economic costs and the 
way rescue operations are premised on tax payer bailout, but whether 
financial capitalism can sustain itself. Martin Wolf, the Financial Times 
senior economic columnist, writes about capitalism “mutating” from 
“mid-20th century managerial capitalism into global financial 
capitalism.”? John Bellamy Foster, editor of Monthly Review, argues “that 
although the system has changed as a result of financialization... 
financialization has resulted in a new hybrid phase of the monopoly stage 
of capitalism that might be termed ‘monopoly-finance capital.” Finance 
has been able to restructure productive capitalism, the economy that 
actually produces real goods and services people consume. In a new way 
it appropriates more and more of the surplus created in the processes of 
production, not only in the core, but in what has been the periphery of 
the world system. 

Taken as a whole the corporate profits of the financial sector of the 
U.S. economy in 2004 were $300 billion, compared to $534 billion for all 
nonfinancial domestic industries, or about 40 percent of all domestic 
corporate profits. They had been less than 2 percent of total domestic 
corporate profits forty years earlier, a remarkable indication of the growth 
of financialization in the U.S. political economy. This was both an 
economic and a political development, as the financial sector gained 
leverage over the rest of the economy, in effect gaining the power to 
dictate priorities to debtors, vulnerable corporations, and governments. 
As its power grew, it could demand greater deregulation, allowing it to 
grow still further and endangering the stability of the larger economic 
system. ) 

It seemed that finance had developed a new magical M-M' circuit, in 
which money could be made solely out of money, without the 
intervention of actual production. The new secret of accumulation was 
presumed to be leverage and risk management, which allowed the 
purchase of assets that promised higher returns even if they carried a 
higher risk, and the borrowing of many times the amount the investor 
had in equity capital—perhaps ten, twenty, thirty, or in some cases a 
hundred times as much. When so highly leveraged, even a small rise in 
value could return great profit on the initial investment. Given global 
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markets, the money might be borrowed at low interest rates in Japanese 
yen and invested in high return U.S. financial assets, junk bonds, and 
derivatives of all sorts. So long as asset values rose, whether in bundles 
of mortgages in collateralized debt obligations (CDOs), or more exotic 
products, investors made a great deal of money. This encouraged others 
to copy these strategies, to bid up asset prices. The increasing value of 
these assets allowed even greater borrowing to purchase still more, 
further bidding up prices, in an upward spiral producing bubbles that 
eventually popped. Financialization as an accumulation strategy has 
brought not only severe crisis with the failure of financial markets but 
has put the United States in a position resembling that of a poor nation 
in debt to foreign creditors—its currency declining, its trade policies 
favoring elites, and its government demanding that some taxpayers pay 
more to recapitalize the financial system while providing more tax cuts 
to the affluent and corporations. 

Toxic collateralized debt obligations are featured in most discussions, 
but a central aspect of financialization is the growth in debt itself: 
government debt (much of it the result of military spending and tax cuts 
and other “incentives” for corporations and the rich), consumer debt of 
all kinds, and corporate debt. The explosion in debt creation has 
powered an economy that has strong stagnationist tendencies. The 
irrationality of a class divided society is that profits accruing to 
corporations will not be reinvested to produce things people and the 
society as a whole need and want, because the purchasing power of the 
working class is kept limited and the corporate rich will not pay the 
taxes needed by the state sector to provide desired public goods. There 
is an overinvestment in capacity to produce that cannot be utilized within 
an irrational social structure in which the only effective demand is that 
backed by adequate purchasing power. Overproduction in the midst of 
unmet social needs characterizes the system, as does pressure on 
workers everywhere to take lower compensation as a result of the class 
power of capital and its ability to pit workers against each other. The 
surplus produced and appropriated by capital cannot find outlets in 
production and spills over into financial speculation where it is absorbed 
in speculative bubbles that eventually collapse, spreading chaos and pain 
through the economy. 

Beyond these general tendencies is the connection between 
financialization and rising inequalities and the declining economic 
fortunes of most working-class people as prices for basics—home heating 
oil, gasoline, health care, and food—have soared. In the United States, 
where the victory of shareholder capitalism has been extreme (as opposed 
to stakeholder capitalism in which workers, communities, and the public 
are also considered interested parties whose views and needs must to a 


greater extent be taken into consideration), workers have been squeezed 
the hardest. 
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During the Bush presidency, the United States lost one in five 
manufacturing jobs and that too is part of financialization and 
globalization. Wages have been pushed down, pension benefits curtailed, 
health care burdens shifted onto workers and their families, employees 
made to work part-time or fired and hired back as “temporary” workers, 
and so on—all in order to meet profit targets and to finance the huge 
debts companies are burdened with as a result of widespread borrowing 
to finance takeovers. More people are working part-time or as temporary 
workers and are pessimistic about the prospects of their children. They 
see their government captured by the corporations and the wealthy. 

Widespread popular pessimism is justified because three trends 
interact to make the prospects of the majority of U.S. workers bleak. The 
first is continued globalization of the production of goods and services 
to lower-wage venues. Less skilled work can be done more cheaply 
elsewhere. Further, no amount of education can preserve many jobs that 
can be done by well educated workers in India, China, Eastern Europe, 
and elsewhere. Second, technology increases output per worker, meaning 
that each worker can produce more, and when demand for output does 
not expand faster than their productivity, fewer workers are needed. We 
see this in basic industries such as auto and steel that once employed 
far more production workers. Third, the jobs that are expanding are 
mostly low paid, nonunionized McJobs. Furthermore, the unrelenting 
attack on unions starting with Ronald Reagan’s destruction of the air 
traffic controller’s union set the precedent for using replacement workers 
to break strikes, not to mention the ability of owners—thanks to 
National Labor Relations Board connivance—to fire workers. 

Anglo-American expertise in finance was presumed to be the lever 
that would ensure the continued prosperity of these economies. Having 
pioneered the growth of financialization in their own economies, 
promoting growth through the creation of vast amounts of debt, and 
forcing its financial regime and rules on the developing world through 
the mediation of the International Monetary Fund and World Bank, 
capital has been expanding financial operations into the so-called 
emerging markets. Now we see a meltdown on Wall Street and the irony 
of foreign sovereign wealth funds and other investors having to rescue 
the pillars of the U.S. financial empire. How should we understand these 
contradictory developments? This is a political question. It needs to be 
answered like any other economic matter in which a small elite benefit 
at the expense of the many. Its solution should not be how to allow 
them to continue to do so but how to force social regulation so they 
cannot do so. ; 

It is here that the loyal opposition, in the United States the 
Democratic Party, in Europe the social democrats, and third-way 
triangulators everywhere, by essentially accepting the power of capital, 
lose the respect of working people, who now must self-organize by 
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creating anticapitalist parties if they are to defend their interests and 
change the social relations that promise only a future of further 
exploitation. In Die Linke, the German party formation far to the left of 
the Social Democrats, we see a successful example of such a party, which 
is becoming a force in that country’s politics. As noted later in this 
essay, in Latin America, the continent with the longest experience with 
the devastation of neoliberalism, the masses have supported a variety of 
left parties that promise to one degree or another to break. with capitalist 
social relations. 


Crisis Two: U.S. Imperialism—Losing Hegemony 


There have been two recent failures of U.S. imperialism: ` the 
discrediting of the neoliberal Washington Consensus and the revulsion 
against the shock and awe violence of Washington’s arrogant militarism. 
- The growing condemnations qualify, 1 think, as a crisis for the continued 
easy exercise of hegemony and for the ruling-class presumption that it 
has the capacity unilaterally to run the world. After the failures of Iraq 
and Afghanistan, the hubris of the Bush neocons has been discredited 
and their program of wars and conquest has been questioned and perhaps 
now rejected by most Americans. 

' One faction of this ruling class has seen international trade and 
finance regimes favoring U.S. capital as key. The other wing has been 
quick to threaten and take military action to reassert and impose U.S. 
hegemony. The U.S. ruling class always employs both strategies, but the 
balance between the two shifts with the state of the world and domestic 
politics. The two dominant ideological factions of this class can. be - 
characterized by looking at the most powerful cabinet figures and policies 
of two recent presidents. The ‘key figure in Bill.Clinton’s administration 
was Robert Rubin, the secretary of the treasury. Under Bush, Donald 
Rumsfeld, the secretary of defense was the most powerful. Of ‘course, 
the dominant figure in the administration is Vice President Cheney, a 
man of incomparable devious devotion to an imperial presidency and the 
rewarding of a small elite, willing to use whatever means necessary to 
intimidate and destroy opposition at home and abroad. With Clinton, 
although the- projection of U.S. power and use of violence were 
important, the spreading of the Washington Consensus was the key 
foreign policy. Under Bush it was shock and awe. Today both strategies 
are proving unsuccessful to a remarkable extent. The failure of the 
Washington Consensus to bring development is widely recognized, and 
‘despite its imposition on dozens of countries in the 1980s and 1990s, it 
is now being effectively resisted around the world. Again, this is not to 
say that both policies have not done and continue to do great damage. 

Let me comment briefly first on U.S. militarism and then more fully 
on the demise of the Washington Consensus. Americans were led into a 
war in Iraq on the basis of lies and are now unconvinced that the attack 
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on Iraq was a good thing. There is a dawning understanding that the 
United States not only lost Iraq but that the situation in Afghanistan is 
further revealing an inability to occupy and enforce regime change and 
imperialist stability. The increased awareness that such adventurism is 
bankrupting the country while domestic priorities like health care and 
jobs with adequate pay need to be the priority is challenging imperial 
America from within to an extent not previously seen. Many Americans 
may still support the assertion of national power in easy victories over 
weaker “enemies,” but they have had their fill of long, drawn out, costly 
misadventures. For’ many, the charade of “Mission Accomplished” has 
produced reactions ranging from unease to hatred of those who think 
them stupid and so easy to manipulate. U.S. imperial ambitions in Iraq 
have led to much elite soul searching, and they have promoted popular 
opposition not only abroad but increasingly at home where the claim to 
be spreading democracy and fostering development are wearing thin. 
Globally these pretenses are thoroughly discredited. The decline of U.S. 
credibility and hegemonic power is a major part of what is new in the 
world. system. 

Last year on the tenth anniversary of the East Asian financial crisis, 
two points were widely made. The first was the acknowledgment that 
capital market liberalization had brought instability and not growth. 
Even studies by International Monetary Fund (IMF) economists came to 
this conclusion. A paper coauthored by the chief economist of the IMF 
' concluded that it is difficult to make a convincing connection between 
financial integration and economic growth once other factors are taken 
into account. The sudden stop of capital inflow can be devastating. 
Second, neoliberal policies were hardly mistakes. It is clear that 
neoliberal ideologues and Wall Street interests pushed policies that 
harmed debtor countries while the financiers profited from financial 
liberalization. It is not only radical leftists who now hold this view. 

What took place in countries forced into accepting Washington 
Consensus neoliberal policies was a process of accumulation by 
dispossession—a construct introduced by David Harvey. This is a process 
in which working people are divested of their assets and their rights. He 
has in mind the privatization of water, health care, and education, goods 
that had been or should be entitlements. The sale of these things in 
private markets dispossessed those who could not afford what should 
have been theirs by right. The term is a propos of what has happened in 
the aftermath of financial crises. Global state economic ‘governance 
institutions have imposed structural adjustment programs and 
conditionalities that, in privatizing public goods, dispossess people 
through debt repayment, the loss of government benefits, and the 


liberalization of the local economy to the benefit of foreign investors and 
domestic elites. 
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When the United States got in trouble in 2007, Washington rescued 
financial institutions, rather than imposing the harsh medicine it 
advocated and forced on others. Instead, it lowered interest rates and 
bailed out those responsible for the crisis. Moreover, after decades of 
denouncing the unsophisticated banking structures and practices and 
crony capitalism of the third world, the United States financial system 
was revealed as incompetent. The presumed sophistication of bank risk- 
assessment models were shown as so much hogwash. The dishonesty 
revealed in the subprime market was far more extensive than anything 
found in any developing nation. Rather than letting the value of financial 
assets find their equilibrium level in transparent markets, the U.S. 
Treasury tried to organize a cartel to prevent this process and to shore 
up the housing market and save the collateralized debt instruments from 
collapsing, much at odds with what the Treasury Department had 
recommended to others. As Martin Wolf wrote, “Not for a long time. 
will people listen to U.S. officials lecture on the virtues of free financial 
markets with a straight face.”* Of course, countries like South Africa are 
left with heavy debt burdens and the neoliberal policies embraced by the 
Mbeki government, while the United States itself follows far different 
policies. | 

One impact of this unmasking of the interests that benefited from the 
Washington Consensus policies was a rush by Western leaders to invite 
the now more significant developing countries to take a greater role, to 
be given greater voting rights, and to exercise more power in the Bretton 
Woods institutions. By :2007, when the developing economies were 
accounting for a far larger share of the world economy and many were 
growing significantly faster than the richer economies that had long 
dominated these regimes, we began to hear statements such as the one 
from Mervyn King, governor of the Bank of England, that the IMF could 
“slip into obscurity” without radical reform.’ That the developed 
countries with 15 percent of the global population hold 60 percent of the 
voting power at the IMF and World Bank is perhaps finally no longer in 
their own interests. a : | 

On the diplomatic front, there have been proposals to broaden the 
G-8. Philip Stephens, the chief political commentator of the Financial 
Times, proposes expansion to a G-13 by adding the IBSA countries (India, 
Brazil, and South Africa), alorig with Mexico and China. The idea of such 
expansion according to World Bank President Robert Zoellick is that 
they are being invited to become “responsible stakeholders.” It may be 
that the reorganization of the world economy is producing a more 
inclusive transnational capitalist class with a global interpenetration of 
ownership most prominently through sovereign wealth funds but more 
commonly through a diversification of ownership on a global scale and 
the increased interaction among elites.’ At the same time, discontent 
with growing inequalities and the arrogance of capital, local and foreign, 
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has created local movements for fundamental change and awareness 
through venues such as the World Social Forum that another world is 
possible. There are conflicting pressures on the governments of the South, 
from capitalists at home, the masses below, and governments and 
international agencies representing foreign capital above. While there is 
at the moment the expectation that these governments will generally 
throw their lot in with the traditional imperial powers, there has been 
increasing popular pressure against this. 

There is of course the likelihood that financialization centered in the 
North will continue to grow in the countries of the South, with banks 
and other financial institutions (many foreign-owned) appropriating a 
larger slice of the surplus. Such a repetition of the historic pattern of the 
penetration of imperialist finance in these countries will undoubtedly 
produce new and more severe crises and once again the people will have 
to bear the cost. The alternative would have to be a fundamental shift to 
social control over capital. We will have to use what we have learned in 
opposing neoliberalism to say no to the growth of high-risk finance and 
its depredations. 

On the positive side, some third world governments have shifted in a 
progressive direction, sometimes in an effort to strike a better bargain 
for local capital, sometimes because of genuine commitment to a social 
agenda, and often as the result of a compromised tension between the 
interests at stake. In Latin America, after periods of military rule and 
neoliberal policy dominance, Mercosur under Brazilian leadership has put 
a crimp in the U.S. attempt to form a Free Trade Area of the Americas. 
As a single market, it is the world’s sixth largest economy. With 260 
million people and a combined Gross Domestic Product of over four 
trillion dollars, it represents a formidable development. 

The more radical Bolivarian Alternative for Latin America (ALBA) 
promotes not only regional solidarity but social transformation based on 
_ socialist goals and ideals. In 2007 the Mercosur and ALBA countries 
' created a Banco del Sur (Bank of the South) to offer an alternative 
development finance instrument premised on solidarity and totally 
rejecting -Washingtons thinking and controls.” Some of the member 
countries have withdrawn from the IMF and the World Bank. The Banco 
del Sur operates on a one country, one vote principle and, building on 
the Venezuelan Bank for Economic and Social Development priorities, 
favors cooperatives and community ownership, offering below-market 
interest rates to public and social enterprises. With a proposed 
capitalization of seven billion dollars, it represents a serious challenge to 
the U.S.-controlled Bretton Woods Institutions as well as the 
Washington-dominated neoliberal Inter-American Bank. 

The changes in the region have been dramatic as leftist governments 
have come to power. In 2005 South America accounted for 80 percent of 
IMF outstanding loans. Today the region’s borrowing accounts for less 
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than 1 percent of the IMF global loan portfolio. Along with the Banco del 
Sur there is talk of a regional monetary system so that bilateral trade 
can take place in domestic currencies with a goal of eventually creating a 
common currency for the region. 

Social movements are pushing the Banco del Sur to take a more 
grassroots approach, to reject mega infrastructure (as pushed by Brazil) 
that supports monocultures including agrofuels, and instead finance local 
infrastructure to support food and energy sovereignty, produce generic 
medicines, and extend membership to other countries of the South. Such 
formations—always a mix of transformational and reformist elements— 
illustrate important historical momentum. The failures of the Washington 
Consensus and the increased strength of alternative centers of power, 
both of the left and the national-developmentalist right, are reshaping 
the global political economy. Also significant is the great weakening of 
the U.S. dollar—its former strength having been both a result and a 
source of U.S. power. 

We are now witnessing the loss of what Charles DeGaulle once called 
the “exorbitant privilege” of the United States, derived from its role as 
issuer of the international currency. George Soros, speaking to the World 
Economic Forum in January of 2008, suggested, “It’s basically the end of 
a sixty-year period of continuing credit expansion based on the dollar as 
the reserve currency.”" The advantage the United States has enjoyed by 
being able to borrow in its own currency has been undercut by abuse, 
outsized current account deficits, and the buildup of dollars in foreign 
hands. This has progressed to the point where the money creation and 
lower U.S. interest rates implemented by the Federal Reserve to stave off 
financial collapse have driven down the currency’s value and encouraged 
further flight from the dollar. 

Given the dollar’s serious decline, there would be fear of free fall if 
not for the fact that it is not easily replaceable in the short term. While 
at present about a quarter of the world’s monetary reserves are in euros 
and two-thirds are held in U.S. dollars, there are predictions from 
respected sources that the euro could be a more important reserve | 
currency than the dollar within a decade. These predictions are based on 
rising inflation in the United States, its large current account deficits, 
the costs of imperial overreach, and simulation models by leading 
economists.” Of course, the economic. situation continues to deteriorate 
everywhere; at this writing Europe is facing severe economic problems, 
and there is a slow down in the “emerging economies” suggesting a 
larger crisis than has heretofore been acknowledged. A renewed strength 
of the dollar could be a reflection of greater trouble elsewhere rather 
than economic recovery in the United States. 

Finance capital has expanded in parasitic form. Not only have the 
masses in the South suffered but the working people of the rich countries 
are now being told they must bail out “their” banks and other financial 
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institutions. The class component of this redistributive model is 
becoming more apparent. As the international political economy becomes 


more multipolar U.S. hegemony will increasingly be challenged in other 
areas in addition to the currency issue. 


Crisis Three: The New Centers of Power 


Let me turn then more broadly to the world historic phenomenon of 
the rise of non-Western economic and political players. In 2006, for the 
first time, emerging markets accounted for over 50 percent of global 
output. If they continue to grow at the rate they have, forecasts project a 
very different world by mid-century. Their rise will, I expect, prove as 
significant as the emergence in the late nineteenth century of Germany, 
Russia, and Japan. A 2006 study by PriceWaterhouseCoopers projected 
that in the year 2050 the Chinese economy would be almost as large as 
that of the United States in dollar terms, and that India would be the 
. third largest. A-year later Goldman Sachs researchers predicted China 

would pass the United States in 2027 and India’s economy would become 
larger than that of the United States before 2050. Investment bankers 
predict Brazil’s economy in 2050 will be as large as Japan’s, and the 
Indonesian and Mexican economies will be larger than those of the 
United Kingdom and Germany. PriceWaterhouseCoopers’ researchers 
expect the “E-7” (Brazil, China, India, Indonesia, Mexico, Russia, and 
Turkey) will be about 25 percent larger than the current G-7 and will be 
driving the growth of the global economy. Whatever one may think of 
the details of such projections, there is little doubt that momentous 
changes in relative nation-state economic standing are in the offing. The 
role these new economic powers play in the international political 
economy will matter significantly. Whether they will be prone to new 
crises brought on by increased financialization of the sort now plaguing 
the United States will also be important. Greater financialization and 
fragility creates new dependencies and therefore new possibilities for 
global crisis. 

The importance of China is hard to overstate. It has already made 
advances in a number of parts of the world. For example, at its recent 
summit with forty-eight African leaders, Hu Jintao pledged to double 
assistance to the continent, cancel debt.owed by thirty-three countries, 
and provide five billion dollars in concessional loans and credits. The 
Chinese president has also been traveling in Latin America, which is 
increasingly orienting its trade to Asia. Other developments in Asia, 
such as the move by the region’s finance ministers toward creating a 
common currency, also have major implications for the dollar. 

- In Asia itself there are major historical changes underway. A recent 
Foreign Policy essay begins: “Northern Asia is in transition. After 60 
years of U.S. domination, the balance of power in the region is shifting. 
The United States is in relative decline, China is on the ascent, and 
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Japan and Korea are in flux. The implications for Washington are. 
profound.”3 What has been called a “Beijing Consensus” based on 
respect for sovereignty and mutual economic benefit is widely appealing 
as an alternative to Washington’s version of spreading democracy and 
the “free” market by cruise missiles and economic threats. Nonetheless, 
China is an exploitative power -repressive to its working class. It is a 
transitional capitalist economy in which the children of high party 
officials have appropriated the social wealth as a result of the defeat of 
socialism. . 3 . 

The point is not that these emerging state powers are progressive but 
rather that a multipolar world offers other countries some space they did 
not have when U.S. hegemony was unquestioned. There is emerging what 
Conn Hallinan calls a “consortium of convenience,” the drift toward a 
partnership among China, India, and Russia, which, if it matures, could 
shift global power from Washington. Russia is selling advanced military 
systems to both India and China and cooperating on energy. Daniel 
Drezner, writing in Foreign Affairs, the publication of the establishment 
Council on Foreign: Relations, describes “a coalition of the skeptical,” 
which includes states ranging from Argentina to Pakistan and Nigeria, 
and a revitalization of the nonaligned movement in an anti-Americanism 
that is taking on renewed salience.” It is possible then that we are 
entering a period where there will be more room for progressive states 
to maneuver. 

The need for access to energy on the part of India and China is a 
factor in the Shanghai Cooperation Organization (SCO) formed in 2001, 
which includes China, Russia, and the “stans” (Uzbekistan, 
Turkmenistan, Kyrgyzstan). India has joined SCO and Iran, Pakistan, 
Mongolia, and Afghanistan have been given observer status. (The United 
States was pointedly denied observer status.) The SCO has declared that 
the United States should leave the Middle East and’ is emerging as a 
counter to NATO. While a country like India: plays all sides in global 
maneuvering, it has invested tens of billions in gas and oil interests in 
Iran. Such actions, driven by the need for energy supplies, impact the 
prospects for U.S. violence toward Iran and the future of U.S. military 
bases in Turkmenistan, Kyrgyzstan, and Azerbaijan. China, which in a 
few years will be the biggest consumer of energy in the world, has been 
exceedingly active all over the planet in search of energy supplies and 
indeed other commodities. 

There is as well the emergence of a new “Seven Sisters,” a term 
Enrico Mattei coined to describe the seven Anglo-American companies 
that controlled oil in the Middle East after the Second World War. 
Today it is not ExxonMobil, Royal Dutch Shell, and the others but 
Russia’s Gazprom, CNPC of China, Venezuela’s PDVSA, Brazil’s Petrobras, 
Saudi Aramco, and Petronas of Malaysia that are the seven giant 
producers. Resource nationalism is likely to grow in importance as these 
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state-owned companies squeeze the Anglo-American companies to force 
additional concessions. The politics of the new Seven Sisters is, of 
course, diverse; the Saudis, a staunch U.S. ally, are the most powerful. 
That Venezuelan oil is controlled by the Chavez regime, which is trying 
to lead the nation toward a twenty-first century socialism, is an 
important development, as are new nationalizations in Ecuador, Peru, 
and Bolivia. Putin’s takeover of Gazprom symbolizes a reawakened 
Russian bear. 


Crisis Four: Resources and Sustainability 


The final and perhaps greatest crisis is that of the availability and 
distribution of such critical resources as oil, food, and water. The 
sustainability of human life is simply not consistent with inherently 
wasteful capitalist growth. 

The International Energy Agency’s World Energy Outlook tells us that 
50 percent more energy will be needed in 2030 than in 2005 (after 
adjusting for efficiency improvements) and that almost three-fourths of 
this increased demand will come from developing countries, with China 
and India alone responsible for 45 percent of the increase in demand. 
After 2015, China is expected to be the planet’s biggest carbon dioxide 
emitter, ahead of the United States, followed by India as the third 
largest emitter. (Other studies show China is already the biggest 
contributor of greenhouse gases.) There are two political issues of some 
significance here. The first is that the United States and other rich 
countries have used the lion’s share of the world’s resources for a long 
time. Social justice requires not simply that the developing countries 
help ration future use of nonrenewable resources but that those who have 
long overconsumed bear a greater than proportionate share of the cost of 
such a transition. Second, there must be new patterns of human 
development premised on ecological concerns as well as social justice 
and these must take a more prominent place in the work of international 
councils, which now seem to accept that the only important thing is 
terrorism. A sixth of the world’s population enjoys an energy-intensive 
lifestyle. As the numbers aspiring to this type of consumption grows, the 
planet’s problems will increase. The American Dream will become much 
more expensive and finally unsustainable. It cannot be widely shared 
along present production and consumption patterns. Not only are billions 
of people not benefitting from global capitalism, but those who do are 
adding pressure to the resource base of the planet. 

Today a quarter of all deaths in the world have some link to 
environmental factors and most of the victims are poor people who are 
already vulnerable due to malnutrition and lack of access to medical 
care. Malnutrition is likely to become a more serious issue as food 
prices continue to rise. Seventy-five percent of the world’s poor people 
are rural and most of them depend on agriculture. Since it is hard for 
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them to make a living, there is massive migration to the cities of the 
developing world. A billion people now live in the slums of these » 
growing cities where they scavenge a living or eke out a marginal 
existence as street vendors. Agronomists tell us that almost every 
country in the world has the soil, water, and climate resources to grow 
enough food for its people to have an adequate diet.” However, this 
would require serious land reform and technical and financial support. In 
very few places are such policies practiced, and food insecurity is said to 
affect close to half of humanity. 7 i 2 

On the more hopeful side, we are seeing countries reject the World 
Bank’s insistence that they not subsidize agriculture. Malawi, which for 
years hovered at the brink of famine, with five million of its thirteen 
million people needing emergency food aid after a disastrous 2005 maize 
harvest, decided to subsidize its poor farmers and was soon exporting 
hundreds of thousands of*tons of maize thanks to the help it gave the 
farmers, whose yields grew dramatically. The United States, while willing 
to provide food aid from its agricultural surplus (grown with huge 
federal subsidies to U.S. farmers), refuses to assist farmers in poor 
countries. Even as it insists that they follow the free market, the United © 
States undermines the ability of third-world farmers to compete ‘by 
dumping free or low-cost agricultural exports in their countries. 

There is a growing use of maize to produce ethanol and soy beans for 
diesél fuel, as well as an increased desire of large numbers of the newly 
affluent to consume meat. Increasingly, grains feed animals and not 
people. China’s average calotic intake from meat consumption, for 
example, has doubled since 1990, and given that it takes ten pounds of 
grain to produce one pound of pork and double that for beef, such a 
growing demand has consequences for those who find the staples of life 
becoming too expensive for their own survival. The food-price index 
computed by The Economist magazine went up by 30 percent in 2007 and 
will go up by far more in 2008. Indeed, the United Nation’s World Food 
Program issued an extraordinary emergency appeal on March 23, 2008, to 
governments to increase their collective donations by at least a half- 
billion dollars to fund the higher cost of their feeding seventy-three 
million people in close to eighty countries. They noted a 20 percent jump 
in food costs in just three weeks along with the impact of the increase 
in oil prices on shipping costs. Grain prices are rising at an arinual rate 
of 80-90 percent. Rice prices surged 30 percent in one day in late March 
2008, having doubled in the less than three months since the start of the 
year, provoking protests among the poor in some Asian countries where 
rice is a dietary staple. 

At the same time, what has been called the American diet of refine 
white flour, corn sweeteners, and corn-fed animal fats is replacing 
traditional diets for too many of the world’s people. Refined sugars 
create obesity and promote diseases such as diabetes by replacing the 
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complex nutrients of traditional foods. The uncontrolled profit motive is 
destroying health and increasing medical costs dramatically as it poisons 
its customers with adulterated and unhealthy foods. Each of these broad 
areas of crisis is brought about by the normal activities of capitalists in 
a system that accepts the right to profit at virtually any cost. The mass 
media and the political system strive at all times to keep the public 
from understanding the heavy burden on global humanity that these 
systemic priorities impose. 


Conclusion 


In my remarks I have stressed four areas of crisis of the contemporary 
world system: the financial crisis, the loss of relative power by the 
United States, the rise of other centers of accumulation, and resource 
depletion and ecological crisis. The U.S. strategy remains to project 
military power to control oil and other resources. The other wing of the 
eagle is relying on appropriation of surplus through financial vehicles, 
but this hardly exhausts its tactics. It also demands the enforcement of 
protected monopoly rents by international patent and licensing regimes 
to protect intangible property rights, from Microsoft Windows to Big 
Pharma claiming ownership of the human genome. The extension of 
property rights and the enclosing of the scientific commons need to be 
(and are being) opposed by developing countries, which pay exorbitant 
licensing fees and are not allowed to use what in the past would be 
common knowledge inheritance. Just as high-risk finance needs to be 
limited and socially controlled, science should be liberated so that 
technological progress is not artificially constrained and monopoly rents 
cannot be demanded. For the developing world, the strategies of both 
wings of the imperial eagle have been exposed. The Washington 
Consensus has been discredited, and although the damage it causes 
continues, it has not achieved Washington’s goals. There has been a 
uniting of much of the world into a coalition of the unwilling. If serious 
left-wing governments took power in many countries of the South, there 
could be dramatic reconstruction of the global political economy. 
However, those who now run these countries are hardly revolutionaries. 
We can expect elements of collaboration, cooperation, and contestation 
depending on what pressures these elites are subject to. A progressive 
South Africa could help shape an. alternative to the Anglo-American 
capitalist world system and influence new centers of power that claim to 
represent the interests of the Global South and someday may have 
governments that actually do so. 


Notes 


lL This section draws on William K. Tabb, “The Centrality of Finance,” 
Journal of World-Systems Research, XIII (2007), 1. 
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Chip Smith, The Cost of Privilege: Taking On the System of White 
Supremacy and Racism P NC: Camino Press, 2007), 466 
pages, paper $19.95. 


In The Cost of Privilege: Taking On the System of White Supremacy 
‘and Racism, Chip Smith has written a historical treatise on white racism 
in the United States. He provides a well researched, detailed account of 
the cause and effect of white privilege in the United States. The book 
effectively examines the influence of racial privilege on a broad range of 
social relations from an international to a personal level. It targets 
progressive white people who are consciously anti-racist and provides 
insights for individual self-reflection and organizational change. 

Smith examines white supremacy using intersectionality theory, which 
seeks to explain the -ways racism, paternalism, misogyny, and 
homophobia form a confluence that multiplies and intensifies’ class 
oppression while reproducing multiple forms of privilege and oppression. 
He also reveals much about the racial and gender tensions that exist in 
white left organizations in the United States. In examining various forms 
of oppression, Smith demonstrates how we might weave different social 
movements together by creating intersections of understanding through 
education and social practice. l i 

Smith, like other researchers, charges that race is a socially 
constructed concept built on the foundation of slavery and the 
eradication of native peoples in the United States. Since race constitutes 
a caste system, privileging the highest racial category, white privilege 
infests every social, economic, and political category of life in the United . 


Fernando E. Gapasin is a former professor of industrial relations and Chicano/a 
studies. He was the primary researcher for the development of the AFL-CIO’s Union 
Cities program. He has forty years of activism in the American labor movement and 
is presently a local union president and president of a local Central Labor Council. 
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States and serves to weaken the shared understanding of oppression 
particularly among working people there. . 

White supremacy as we see it today did not exist in the 1600s. 
During this period, despite the skin color of English immigrants, “white . 
people” did not yet exist. They were lower class English people who had 
been pushed off their farms in England and turned into a landless, 
wandering workforce—some of whom got transported to the Virginia 
colony. In 1620 African and European indentured servants shared a 
common predicament. It was common, for example, for servants and 
slaves to run away, steal hogs, and get drunk together. It was not 
uncommon for them to make love together. White, black, and native 
workers, bonded and free, cooperated to counter the harsh class 
oppression of the plantation elite. ` | : 

This developing solidarity threatened profits and created a profound 
sense of physical insecurity in the planter class. Their backs were to the 
Atlantic. They were living on stolen land next to dispossessed native 
peoples. They were outnumbered by exploited, abused, and resentful 
servants and slaves—along with poor freemen who were little better off. 
Virginia’s governor described the situation, “How miserable that man is 
that Governes a People where six parts of seven at least: are Poor 
Endebted Discontented and Armed.” | 

It took decades to alternately reward and punish Europeans into 
becoming white—into acting reliably in the interests of the European 
ruling elite, rather than.out of solidarity with their class sisters and 
brothers from Africa. One by one the colonies consolidated the slave 
system—lifetime bondage, severe penalties for running away, distinctions 
based on color for a whole range of offenses, and the banning of 
intermarriage. In 1705 the Virginia colony confiscated all property owned 
by slaves including the livestock raised for personal use and sale. The 
1705 code also made clear the many privileges granted to “Christian 
white” limited-term bond laborers. One provision kept the master from ` 
beating a white Christian laborer without a court order. And “freedom 
dues” of guns, corn, and money paid at the end of an indenture went 
only to white workers, since they alone could serve out their period of 
indenture. 

The planter class also restricted the rights of free black people. Smith 
tells us that laws banned people of African descent from holding public 
office, from bearing witness in court against a white person, from “lifting 
his or hers hand” against a white person, and from holding a gun or 
other weapon whether “offensive or defensive.” This sanction against 
self-defense had a gender dimension. This contributed to the 
development of the peculiar U.S. form of white male supremacy. In 
principle, according to the author, any European-American male could 
assume familiarity with any African-American woman. That principle 
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came to have the sanction of law. Free African-American women had 
practically no legal protection in this respect, in view of the general 
exclusion of African-Americans, free or bond, from giving testimony in 
court, 

Smith posits that this period shaped the European-American workers’ 
new, specifically white identity in the context of a developing settler 
state. The system of laws and practices slowly and forcibly socialized 
Europeans into aligning themselves with the ruling class and not with 
their black peers. 

The book highlights that in the United States social discourse 
continued to strengthen white supremacy and perpetuated white 
privilege. The program of the Jacksonian White Republic gave all white 
men, regardless of property ownership, the right to vote—and at the © 
same time moved systematically to deprive free black people of their 
voting rights. Connecticut took action in 1818. New York imposed a 
property requirement that excluded nine out of ten potential black voters 
in 1821. In subsequent years North Carolina, Tennessee, and all the 
Northwest states of that time except Wisconsin denied black people 
suffrage. 

During the 1850s the white republicanism of the Jackson era shifted 
among some workers to a “free white labor” outlook, opposed to the 
extension of slavery, but remained firmly anti-black. Oregon’s 
constitution, for example, excluded all black people from the state. 

The book provides pages of examples of the advantage of being white 
in the United States. White people live longer, are paid higher wages, 
have better health care and better housing, enjoy a better quality of life, 
and are portrayed more positively by television, newspapers, movies, and 
other media. 

Smith indicates that whiteness is maintained because many whites 
enjoy privilege without themselves being personally racists. The white 
ruling class exploits both white workers and workers of color and uses 
racial privileges to sustain their rule. White workers benefit in 
comparison to workers of color, while at the same time being exploited 
for their labor power. This is a crucial point made by this book. It 
points to the fact that ending exploitation and the system of racial 
privileges that support it is in the interests of white working-class people 
as well as people of color. But in order to accomplish this, white people 
will first have to recognize that white privilege exists. 

Smith offers numerous examples showing that many continue to deny 
the reality of white privilege. He points to a Gallup poll that found that 
79 percent of whites believed that blacks had as good a chance as whites 
in their community at securing employment. A 1997 Kaiser Foundation 
woll found that more whites than in the past believe there is very little 
wacial discrimination and that blacks have as good a chance as whites of 
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ceeding today. Many social researchers indicate that white supremacy 

defended ‘by modern eugenics and bad science that misuses IQ and 
«tistical methods. Also, in an attempt to appear more moderate, racists 

>kage their message as a populist appeal for equality by using “reverse 
crimination” to defend white rights and to reverse the reforms made 
people of color. | 

White privilege and white supremist ideology had far-reaching effects 

the white working class and trade unionists—~such as Samuel 
«mpers, who refused to admit Asian workers into the union movement 

d failed to organize black workers. White privilege also influenced the 
nking and actions of prominent “class fighters” and socialists like 

gene Debs who refused to see race as a distinct category of oppression 
d saw racial oppression as only an economic issue. According to the 
thor, Debs believed that social inequality due to race was a fraud and 
at economic equality would put an end to social inequality. 

Smith combines several theoretical perspectives and methods for 
.alyzing the exploitive character of class, race, and gender relations in 
e United States and these provide the foundations for changing them. 
2 examines examples of active resistance to class-, race-, and gender- 
ised oppression and combines three critical theories simultaneously to 
1alyze class, race, and gender dynamics. He uses a class perspective to 
vance the idea of the abolition of whiteness. He takes a nation-based 
aradigm from the nationalist traditions of African Americans and 
hicanos—traditions also found among Puerto Ricans, Native Americans, 

‘ad Native Hawaiians—to formulate an understanding of national 
‘ppression and the need for self-determination. He combines these 
«itical paradigms with feminist theory to formulate the concept of 
atersectionality, which provides a methodology for combining the 
‘pposition to patriarchy with the opposition to white privilege, thus 
reating, at least theoretically, a means for uniting larger sectors of the 
vorking class around discourse that will effectively weaken the hegemony 
af capital. T 

Viewed separately, Smith argues, each type of oppression has its own 
orm of resistance struggle: self-determination for national struggles, 
working-class advancement for the class struggle, and the end of 
patriarchy for women and people excluded from the male/female 
lichotomy. But each contradiction gets layered over the one before, so an 
ntersectional analysis of U.S. society and its dynamics comes closer to 
‘eflecting the reality people actually live each day. Also, since the struggle 
igainst patriarchy, the oppression that has persisted the longest, has 
nly taken shape as a thoroughly liberatory project in the last thirty to 
sixty years, it will, once grasped, almost certainly recenter the way 
social justice activists view the long-term struggle to transform society. 
smith puts forward the idea that for social justice movements to be 
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effective they must put working-class women of color at the center of 
their institutions and their organizing strategies. 

To put it simply, Smith argues that patriarchy interpenetrates with 
race and class. Understanding one oppression requires an awareness of 


all three—and the profound impact each has on people’s lives. This is. 
not to deny that capitalism is a system founded upon the exploitation of 


wage labor and that working-class struggle is central to its abolition. 
However, the class struggle is overlaid with others and, as a matter of 
politics, all of the struggles are central. In any given situation, one 
contradiction may be primary and need the most attention, while the 
others are secondary. But all contribute to the unique reality of the 
moment. And each contradiction is central to creating a core strategic 
alliance among the oppressed groups and their movements. Smith 
believes that only such a historic bloc of forces will allow all oppressed 
peoples—and each such’ person taken individually—to feel they are 
included in the movement’s vision of the future. And only such a broad- 
based alliance could develop the moral and political strength to make an 
effective challenge for political power and then use it to achieve national 
liberation, end the class system, and carry social transformation through 
to the complete elimination of racism and patriarchal oppression. 

By using an intersectional paradigm, Smith provides a useful book for 
addressing the complex relation between class-, race-, gender-, and 
sexuality-based oppression in the United States. In addition, the book 
provides some practical ideas. for self examination .and reflection and 


some criteria for creating organizations that can effectively take on the 
system. 


` One of ite important functions of fascism; as typified by the Nazi 
: system, was to remove the capitalist objections to full employment....The 
dislike of government spending, whether on public investment or con- 
sumption, is overcome by concentrating government expenditures on ar- 

maments.” 
—Michal Kalecki, The Last Phase in the Transformation of Capitalism 
(New York: Monthly Review Press, 1972), 79. 
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The United States in the opening decade of the twenty-first century is 
dominated by a new imperial project that is affecting all aspects. of its society. 
The most obvious manifestation sf this (see this month’s Review of the Month) 
is the expansion of the military-industrial complex. However, another, in some 
ways even more insidious, manifestation, as Rich Gibson and E. Wayne Ross 
pointed out in a February 2, 2007, Counterpunch article entitled, “No Child 
Left Behind and the Imperial Project” (http://www.counterpunch-org/ 
gibson02022007.html), is thé current assault on the nation’s public schools 
through the No Child Left Behind law enacted by the Bush administration with- 
broad bipartisan support. As Gibson and Ross explained, “Any nation 
promising perpetual war on the world is likely to make peculiar demands on 
its schools...and its teachers and youth....NCLB [No Child Left Behind] is the 
result of three decades of elités’ struggles to recapture control over education 
in the U.S., lost during the Vietnam era when campuses and high-schools broke 
into open-rebellion and, as a collateral result, critical pedagogy, whole 
ae age reading programs, inter-active, investigatory teaching gained a 
oothoid.” . 

No Child Left Behind was conceived within the top corporate and political 
echelons of U.S. society with the aim of reversing such progressive gains. At 
the same time it created within the sphere of public education an enormously 
expanded market, for standardized tests and test-oriented textbooks. The 
standardized tests and the textbooks expressly written to fit these tests seek to 
Taylorize students according to the precepts of scientific management. This is 
justified in terms of a ative for “higher achievement” and eliminating 
inequities, while in fact undermining all but capitalist and imperialist ends. 
All critical thinking and imaginative thought are compelled to give way to 
regimented, industrialized forms of learning. 

These extreme developments in public education are not to be viewed as 
the product of some grand conspiracy, but rather as an institutional outgrowth 
of monopoly capital in the neoliberal era, as U.S. capitalism seeks to cope with 
a declining empire, economic stagnation, and growing concerns at the top 
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regarding the recalcitrance of an underlying population ill-suited to the ne 
of a ea, militaristic society. The eduction of public schooling to 
manufacturing -of cheerful robots is made possible b the existence o 
separate system of private education aimed at the children of the well-to-do 

Gibson and Ross went on in their article to outline the necessary resista 


-efforts in the educational sphere. “Poor and working class parents : 
students,” they wrote, 


need to learn, probably from teachers, that the tests are not designed to 
make education equitable, but to track them into meaningless jobs....In 
addition, they need to learn that their power supersedes the boycotts in 
rich areas, in that it can truly bring the testing to an end and even serve 
as -a foundation for much broader social change for equality and 
democracy....The linkage of education and social action that could come 


from anti-test boycotts could be part of that change of consciousness so 
urgently needed now. . ` 


Another major, concurrent assault on the public schools is represented 
the intelligent design, movement, which is pushing the teaching ot creation 
alongside (if not in place of) evolution. Despite the defeat that this movem 
suffered in the 2005 Dover Area School District trial in Pennsylvania, pressu 
to incorporate intelligent design creationism into the public school curricul 
continue to.grow, with almost two-thirds (64 percent) of the U.S. populat 
backing it (Poll: Public Divided on Evolution, Associated Press, Septembe» 
2005). Not only President Bush, but also presidential and vice-presiden: 
candidates John McCain and Sarah Palin are on record as supporting teach 
creationism in the public school classrooms. This is part of a much lar, 
struggle, aoearheaded by the Seattle-based Discovery Institute, headed by Br 
Chapman (former United States ambassador to the United Nations and forr 
director of the White House Office of Planning and Evaluation and of the U_ 
Census Bureau under Reagan). For the Discovery Institute, the attack 
evolution is the thin end of the wedge in a wider strategy aimed at shatter?” 
materialist philosophy, science, and culture (epitomized above all by Darw 
Marx, and Freud). It is thus conceived as a part of a millennia-long bat 
between materialism and design. 

For those interested in understanding the full background of t 
intellectual and political struggle Sis its relation to the rise over the k 
2,500 years of materialist philosophy and science) we urge you to read t 
new book just published by John Bellamy Foster, Brett Clark, and Richard Yoj» 
Critique of Intelligent Design: Materialism versus Creationism from Antiqu. 
to the Present (New York: Monthly Review Press, 2008). Richard Levins, Jo’ 
Rock Professor of Population Sciences, Harvard University and coauthor (wi 
Richard Lewontin) of Biology Under the Influence (Monthly Review Pres 
2007), has said of Critique of Intelligent Design: 


In combating the new creationism repackaged as Intelligent Design, it is 
not enough to refute particular misunderstandings about chance, 
complexity, or natural selection. ID is part of an offensive against 
materialism and humanism aimed at imposing a Christian 
fundamentalist culture congruent with the needs of a declining empire. 
Critique of Intelligent Design places the debate in its broadest context , 
and historical roots from Epicurus on up, in a vigorous defense of a = 
materialist view of nature that rejects the tepid compromise that would 
simply divide the turf into domains of science and religion. 


Order Critique of Intelligent Design by calling 1-800-670-499 or by going 
http://www.monthlyreview.org/critiqueofintelligentdesign. php. 


+ 
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component, which forms almost a third of an employee’s compensation 
package. There can be little doubt that more serious cuts shall follow. v 

We wrote in February, 2007 warning of dangers. to: ‘the huge savings- 
accumulated by the workers in the provident- fund, on. which the private’ 
financial sector seeks to feast.” In the not too distant future we shall see just 
what has been already Squandered by the geniuses of private finance whom 
Chidambaram&Co have chosen to “open up” a private life insurance industry, 
and who are on the very verge of an assault upon the assets of a new pension 
scheme. At this moment, when the criminal consequences of “reformed” and ` 
liberalised finance ‘are blatant and obvious to the entire world, to continue to 
push the interests of the criminals is almost beyond belief, but there is little in 
the way .of shameless audacity from Chidambaram&Co. that can any longer 
surprise us. 

A longer view of the consequences of-the credit crisis is contained in an 
. article “Where We Stand: Monthly Review and the Credit Crisis” published: on 
MRZine <www.mrzine.org> and written by John Mage, an officer of the Monthly 
Review Foundation and a very close friend of AMR. We are. reproducing the 
same for the readers of AMR. . 


‘Where We Stand: Monthly Review and the Credit Crisis 
BY JOHN MAGE 


Sunday afternoon, October 5, 2008, a moment at the height of a global 
credit crisis, the like of which has not been seen by anyone under the age of 
eighty. The time will come when calm has returned, and when we at Monthly 
Review will point to a record over the last several years of an attempt at 
persuasion (not with much success) and prophecy (with much greater success) 
as credible and accurate as- any offered anywhere. See, for instance, John 
Bellamy Foster, “The Financialization of Capital and the Crisis” in our April, 
2008 issue < http: //monthlyreview.org/08040lfoster.php> 

But at this moment suddenly we are receiving requests from our friends 
and subscribers that we address the conjuncture—the combination of 
momentary circumstances and events producing the day-to-day shocks of the 
current crisis. 

At even a small distance, the picture has cleared up a lot. Already we can 
say that scarcely anyone believes anymore in, the final triumph of liberal 
capitalism and the “end of history,” or that financial markets are self- 
regulating, or that “fajn open, competitive, and liberalized financial market 
can effectively allocate scarce. resources in a manner that promotes stability 
and prosperity far better than governmental intervention” (Henry Paulson, in - 
March, 2007), or more generally that finance-dominated capitalism offers the 
best route to global development and prosperity. E 

And for those who continue to believe that the masters of finance created 
real wealth by manufacturing exotic “financial products”-—-well, there’s 
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nothing that can be said that would make a difference to them if the evidenc 

of events does not. But such are not our audience, at least not our intendesm 
audience. It’s not of course the case that our hoped for audience and our actuz 
audience fully correspond;.in fact we know they do not. Yet in responding t 
requests that we address and explain the economic conjuncture (and even tei» 
the rulers of the United States how they should save capitalism, as if we knev 

or they would pay attention to us), we at Monthly Review might usefully pause 
first to consider our intended audience. 

In the “About” section on our webpage we say: Monthly Review has kept . 
steady viewpoint. That point of view is the heartfelt attempt to frame th. 
issues of the day with one set of interests foremost in mind: those of the grea 
majority of humankind, the propertyless. But of course that audience canno 
afford the subscriptions that make it possible for Monthly Review to exist, no. 
likely the web access that would make it possible to read us online. For those 
on whose financial support we rely no doubt their endangered pension fund: 
are now uppermost in their minds, and reasonably so. Yet the contradiction i: 
that they are not those whom, in the last analysis, we seek to address. 

So, what meaning does this credit crisis have for the great majority o. 
- humankind, the propertyless? Obviously we are not referring here only tc 
those both naked and starving, but to those without financial assets (beyonc 
such cash or bank balances as might fund consumption for a few months ox» 
less) or with negative equity, whose debts are more or less equal to—or greater 
than—the worth of their car or bicycle, their house or shack or plot of land. 
We will not do the statistics over the whole world, but even in the Unitedam 
States the government admits that more than one-third of Black and Hispanic 
households fall into this category and those numbers are likely to be 
underestimated. Looking at the United States, the situation even for those with 
small propertyeis not good. For families below the top 20 percent in income in 
the United States household income has stagnated (with real wages still at 
1970s levels), net savings arè non-existent, and debt service payments now 
average close to 20 percent of annual income. Mortgage foreclosures and 
bankruptcies are rising rapidly. Pension funds are being robbed at every turn. 
Health benefits are non-existent or eroding. Unions, with a few exceptions, are 
fading away. Public schools are in decay and under assault. The country is in 
an interminable war that serves only thé current power structure. The clear 
rejection of the Paulson bankers’ bailout plan by a majority of U.S. workers was 
therefore not simply an angry, irrational confused response (given the U.S. 
media what but confusion could be expected?), but reflected at least in part 
the recognition that the real social buyout should be aimed at those ar the 
bottom, where the need is the greatest, and not at the corporate rich at the top. 
Meanwhile, for Africa, India, China, Latin America, Indonesia, Bangladesh 
there can be no serious question but that the great majority do not have 

financial resources sufficient to keep them alive for more than a few months; 
' by and large for them not only the bailout but the credit crisis itself is of, 
questionable relevance. 

For those in such precarious straits (albeit of varying proportions)—and we 
must insist on repeating that they are the global majority—the credit crisis 
may indeed have some impact in certain concrete circumstances. Cutbacks in 
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For those who had thought they had left the others behind and 
ascended into the smoothly silent air-conditioned world of an emerging 
new globalised economy, the end of the holiday season brings awareness of 
a sharp descent. Instead of a globalised world citizenship of shining greed 
and consumption, as jobs and share asset values begin to disappear there 
looms a hard landing into an India where citizenship is a revolutionary 
task yet unachieved. Like a law of gravity, the unresolved peasant and 
agrarian question of India brings the hopeful illusions of our national 
(briefly, they believed, international) petit bourgeoisie down to earth. 
Neither Indian nor globalised citizenship means ‘much when faced with 
the unfinished tasks of the land, in the form of B clashes on issues 
of caste, religion, and regionalism (“son of soil” slogan). As ever an 
examination of the settings in which the incidents take place show roots 
in the rural misery that is the ground paniy, of independent India, to this 
day not meaningfully addressed. 

There is no debate that the recent anti-Christian atrocities have 
been motivated in the eyes of participants by religion and orchestrated by 
fascist Sangh Parivar outfits in Kandhamal-and other parts of Orissa. Some 
analysts have thought that the one-sided violence was best analysed in 
terms of the spread of communalism. Others have thought that caste 
conflict was a more uscful description, though both Kandha (ST) and 
Pano (most of the converted Christians are dalit) are oppressed, 
communities. All are partial truths, reflecting a deeper cause. Estimates. ” 
made by Planning Commission from 1973-74 to 1999-2000 show Orissa as 
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discussions of the nineteenth-century soil crisis, which led Marx t 
develop his theory of metabolic rift betweeh nature and society. Basin 
his analysis on the work of the German chemist Justus von Liebig, F 
pointed to the fact that soil nutrients (nitrogen, phosphorus, ane 
potassium) were removed from the soil and shipped hundreds ane» 
thousands of miles to the cities where they ended up polluting the wate 
and the air and contributing to the poor health of the workers. Thi= 
break in the necessary metabolic cycle between nature and societ 
demanded for Marx nothing less than the “restoration” of ecologic: 
sustainability for the sake of “successive generations.”? <, 

In-line with this, Marx and Engels raised the main eoe 
problems of human society: the division of town and country, so: 
depletion, industrial pollution, urban maldevelopment, the decline ‘i: 
health and crippling of workers, bad nutrition, toxicity, enclosures, rurs 
poverty. and isolation, deforestation,, human-generated flood: 
desertification, water shortages, regional climate change, the exhaustio 
of natural resources (including coal), conservation of energy, entropy, th 
need to recycle the waste products of industry, the interconnectio» 
between species and their environments, historically conditionec _ 
problems of overpopulation, the causes of famine, and the issue of the 
rational employment of science and technology. . 

This ` ecological understanding arose from a deep materialis 
conception of nature that was an essential part of Marx’s underlying 
vision. “Man,” he wrote, “lives from nature, ie. nature is his body, anc 
he must maintain a continuing dialogue with it if he is not to die.- Tc 
say that man’s physical and mental life is linked to nature simply means 
that nature is linked to itself, for man is a part of nature.” Not only did™ 
Marx declare in direct opposition to capitalism that no individual ownedlll 
the earth, he also argued that no nation or people owned the earth; that 
it belonged to successive generations and should be cared for in 
accordance with the principle of good household management.* 

Other early Marxists followed suit, although not always consistently, 
in incorporating ecological concerns into their analyses and embodying a 
general materialist and dialectical conception of nature. William Morris, 
August Bebel, Karl Kautsky, Rosa Luxemburg, and Nikolai Bukharin all 
drew on ecological insights from Marx. The Ukrainian socialist Sergei 
Podolinsky’s early attempt at developing an ecological economics was 
inspired to a considerable extent by the work of Marx and Engels. Lenin 
stressed the importance of recycling soil nutrients and supported both 
conservation and pioneering experiments in community ecology (the 
study of the interaction of populations within a specific natural 
environment). This led to the development in the Soviet Union in the 
1920s and early 1930s of probably the most advanced conception of 
ecological energetics or trophic dynamics (the basis of modern ecosystem 
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aalysis) in the world at the time. The same revolutionary-scientific 
(imate produced V. I. Vernadsky’s theory of the biosphere, A. I. Oparin’s 
heory of the origin of life, and N. I. Vavilov’s discovery .of the world 
enters of germplasm (the genetic sources of the world’s crop plants). In 
he West, and in Britain in particular, leading scientists influenced by’ 
farxism in the 1930s, such as J. B. S. Haldane, J. D. Bernal, Hyman 
evy, Lancelot Hogben, and Joseph Needham, pioneered in exploring the 
ialectiçs of nature. It is even possible to argue that ecological science 
ad its genesis almost entirely in the work of. thinkers on the left 
socialist, social democratic, and anarchist).° | l 
Obviously not all major figures or all developments in the socialist 
radition can be seen as ecological. Soviet Marxism succumbed to an 
‘xtreme version of the productivism that characterized early twentieth- 
entury modernity in general, leading to its own version of ecocide. 
With the rise of the Stalinist system the pioneering ecological 
developments in the Soviet Union were largely crushed (and some of the 
sarly ecologically oriented Marxists such as Bukharin and Vavilov were 
<illed). Simultaneously, a deep antipathy to natural science emerging out 
of an extreme negation of positivism led to the abandonment of attempts 
tO theorize the dialectics of nature in’ Western Marxism, seriously 
weakening its link to ecology—though the question of the domination of 
snature was raised by the Frankfurt School as part of its critique of 
science. If today ‘socialism and ecology are once again understood as 
dialectically interconnected, it is due both to the evolution of the 
ecological contradictions of capitalism and the development of 
socialism’s own self-critique. 


Capitalism’s World Alienation 


The key to understanding capitalism’s relation to the environment is 
to examine its historical beginnings, i.e., the transition from feudalism 
to capitalism. This transition was enormously complex, occurring over - 
centuries, and obviously cannot be fully addressed here. | shall focus on 
just a few factors. The bourgeoisie arose within the interstices of the 
feudal economy. As its name suggests, the bourgeoisie had its point of 
origin as a class primarily in the urban centers and mercantile trade. 
‘What was necessary, however, in order for bourgeois society to emerge 
fully as a system, was the revolutionary transformation of the feudal 
mode of production and its replacement by capitalist relations of 
production. Since feudalism was predominantly an agrarian system, this ` 
“meant of course transformation of agrarian relations, i.e., the relation of 
workers to the land as a means of production. 

Capitalism therefore required for its development a new relation to 
nature, one which severed the direct connection of labor to the means of 
production, i.e., the earth, along with the dissolution of all customary 
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world medai through the direct evidence of their five senses. The 
original unity of the human relation to the world exemplified by the 
Sreek polis was lost. 
Arendt noted that Marx was acutely aware of this world alienation. 
MKrom his earliest writings, pointing out that the world was “denatured” 
as all natural objects—the wood of the wood-user and the wood-seller— 
were converted into private property and the universal commodity form. 
Original or primitive accumulation, the alienation of human beings from 
the land, as Marx described it, became a crucial manifestation of world 
alienation. However, Marx, in Arendt’s view, chose to stress human self- 
alienation rooted in labor rather than world alienation. In contrast, 
“world alienation, and not [primarily] self-alienation as Marx thought,” 
she concluded, “has been the hallmark of the modern age.” 

“The process of wealth accumulation, as we know it,” Arendt went 
on to observe, depended on expanding world alienation. It “is possible 
only if the world and the very worldliness of man are sacrificed.” This 
process of the accumulation of wealth in the modern age “enormously 
increased human power of destruction” so “that we are able to destroy 
all organic life on earth and shall probably be able one day to destroy 
even the earth itself.” Indeed, “Under modern conditions,” she explained, 
“not destruction but conservation spells ruin because the very durability 
of conserved objects is the greatest impediment to the turnover process, 
whose constant gain in speed is the only constancy left wherever it has 
taken hold.” 

Arendt had no final answers to the dire problem ske raised. Despite 
tying world alienation to a system of destruction rooted in wealth 
accumulation, she identified it with the development of science, 
technology, and modernity rather than capitalism as such. World 
alienation in her view was the triumph of homo faber and animal 
laborans. In this' tragic conception, her readers were called upon to look 
back to the lost unity of the Greek polis, rather than, as in Marx, toward 
a new society based on the restoration at a higher level of the human . 
metabolism with nature. In the end world alienation for Arendt was a 
Greek tragedy raised to the level of the planet. © 

There is no doubt that the concrete manifestations of this world 
alienation are evident everywhere today. The latest scientific data indicate 
that global emissions of carbon dioxide from fossil fuels experienced a 
“sharp acceleration...in the early 2000s” with the growth rate reaching 
levels “greater than for the most fossil-fuel intensive of the 
Intergovernmental Panel on Climate Change emissions scenarios 
developed in the late 1990s.” Further, “the mean global atmospheric CO, 
concentration” has been increasing “at a progressively faster rate each 
decade.” The most rapid acceleration in emissions has been in a handful 
of emergent industrializing countries such as China, but “no region” in 
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the world is currently “decarbonizing its energy supply.” All ecosystem 
on earth are in decline, water shortages are on the rise, and energy 
resources are becoming more than ever the subject of global monopolie 
enforced by war. 

The “man-made fingerprint of global warming” has been detected “or 
10 different aspects of Earth’s environment: surface temperatures. 
humidity, water vapor over the oceans, barometric pressure, tota 


precipitation, wildfires, change in species of plants and animals, watey= 


run-off, temperatures in-the upper atmosphere, and heat content in the 


world’s oceans.” The cost now descending, on the world if it doesn nma 


radically change course is a regression of civilization and life itsel 
beyond comprehension: an economy and ecology of destruction that wil 
finally reach its limits.” 


Socialism and Sustainable Human Development 


How are we to meet this challenge, arguably the greatest ha human 
civilization has ever faced? A genuine answer to the ecological question, 
transcending Arendt’s tragic understanding of world alienation, requires 
a revolutionary conception of sustainable human development-—one that 
addresses both human self-estrangement (the alienation of labor) and 
world alienation (the alienation of nature). It was Ernesto “Che” Guevara 
who most famously argued in his “Man and Socialism in Cuba” that the 
crucial issue in the building of socialism was not economic development 
but human development. This needs to be extended by recognizing, in 
line with Marx, that the real question is one of sustainable human 
development, explicitly addressing the human metabolism with nature 
through human labor.” 

Too often the- transition to aaia has been approached 
mechanistically as the mere expansion of the means of production, rather 
than in terms of the development of human social relations and needs. In 
the system that emerged in the Soviet. Union the indispensable toòl of 
planning was misdirected to production for productions sake, losing 
sight of. genuine human-needs, and eventually gave rise to a new`class 
structure. The detailed division of labor, introduced by capitalism, was 
retained under this system and extended in the interest of higher 
productivity. In this type of society, as Che critically observed, “the 
period of the building of socialism...is characterized by the extinction of 
the individual.for the sake of the state.” | 

The revolutionary character of Latin American socialism today derives 
its strength from an acute recognition of the negative (as well as some 
positive) lessons of the Soviet experience, partly through | 
understanding of the problem raised by Che: the need to develop eae 
humanity. Further, the Bolivarian vision proclaimed by Chavez has_ its 
own deep roots of: inspiration drawing on an older pre- -Marxian 
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socialism. Thus it was Simon Bolivar’s teacher Simén Rodriguez who 
wrote in 1847: “The division of labour in the production of goods only 
serves to brutalize the workforce. If to produce cheap and excellent nail 
scissors, we have to reduce the workers to machines, we would do 
better to cut our finger nails with our teeth.” Indeed, what we most 
admire today with regard to Bolivar’s own principles is his 
uncompromising insistence that equality is “the law of laws.”"* 

The same commitment to the egalitarian, universal development of 
humanity was fundamental to Marx. The evolution.of the society of 
associated producers was to be synonymous with the positive 
transcendence of human alienation. The goal was a many-sided human 
development. Just as “all history is nothing but a continuous 
transformation of human nature,” so “the cultivation of the five senses is 
the work of all previous history.” Socialism thus appears as the “complete 
emancipation of the senses,” of human sensuous capacities, and their 
wide-ranging development. “Communism, as fully developed naturalism,” 
Marx wrote, “equals humanism, and as fully developed humanism equals 
naturalism.” 

The contrast between this revolutionary, humanistic-naturalistic vision 
and today’s dominant mechanical-exploitative reality could not be 
starker. We find ourselves in a period of imperialist development that is 
potentially the most dangerous in all of history.! There are two ways in 
which life on the planet as we know it can be destroyed—either 
instantaneously through global nuclear holocaust, or in a matter of a few 
generations by climate change and other manifestations of environmental 
destruction. Nucléar weapons continue to proliferate in an atmosphere of 
global insecurity promoted by the world’s greatest power. War is 
currently being waged in the Middle East over geopolitical control of the 
world’s oil at the same time that carbon emissions from fossil fuels and 
other forms of industrial production are generating global warming. 
Biofuels offered up today as a major alternative to pending world oil 
shortages are destined only to enlarge world hunger.” Water resources 
are, being monopolized by global corporations. Human needs are 
everywhere being denied: either in the form of extreme deprivation for a 
majority of the population of the world, or, in the richer countries, in 
the form of the most intensive self-estrangement conceivable, extending 
beyond production to a managed consumption, enforcing life-long 
dependence on alienating wage labor. More and more life is debased in a 
welter of artificial] wants eel from genuine needs. 

All of this is altering the ways in which we think about the transition 
from capitalism to socialism. Socialism has always been understood as a 
society aimed at reversing the relations of exploitation of capitalism and 
removing the manifold social evils to which these relations have given 
rise. This requires the abolition of private property in the means of 
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production, a high degree of equality in all things, replacement of th: 

blind forces of the market by planning by the associated producers in 
accordance with genuine social needs, and the elimination to whateve 

extent possible of invidious distinctions associated with the division o» 
town and country, mental and manual labor, race divisions, gende 

divisions, etc. Yet, the root problem of socialism goes much deeper. Th» 
transition to socialism is possible only through a revolutionizing practic» 
that revdlutionizes human beings themselves. The only way tı 

accomplish this is by altering our human metabolism with nature, alons 
with our human-social relations, transcending both the alienation o 

nature and of humanity. Marx, like Hegel, was fond of quoting Terence’: 

famous statement “Nothing human is alien to me.” Now it is clear tha 

we must deepen and extend this to: Nothing of this earth is alien t 

me.’? r 3 . 

' Mainstream environmentalists seek to solve ecological problem: 

‘almost exclusively through three mechanical strategies: (1) technologica 

bullets, (2) extending: the .market to all aspects of nature, anc 

(3) creating what are intended as mere islands of preservation in a worlc 

of almost universal exploitation and destruction of natural habitats. Ir 

contrast, a minority of critical human ecologists have come to understanc 

the need. to change our fundamental social relations. Some of the best 

most concerned ecologists, searching for concrete models of change 

have thus come to focus on those states (or regions)’ that ‘are botk 
ecological and socialistic fin the sense of relying to a considerable exten» 
on social planning rather than market forces) in orientation. Thus Cuba 

Curitiba and Porto Alegre in Brazil, and Kerala in India, are singled ou» 
as the leading lights of ecological transformation by some of ‘the mos» 
committed environmentalists, such as Bill McKibben; best known as the 
author of The End of Nature. More recently Venezuela has been using 
its surplus from oil to transform its society in the direction ol 
sustainable human development, thereby laying the foundation for < 
greening of its production. Although there are contradictions to what 
has been called. Venezuelan “petro socialism,” the fact that an oil 
generated surplus is being dedicated to genuine social transformation 
rather than’ “feeding into the proverbial “curse of oil” makes Venezuels 
unique.” 

Of course there are powerful environmental movements within the 
center of the system as well to which we might look for hope. But 
severed from strong socialist movements and a revolutionary situation 
they have been constrained much more by a perceived need to adapt tc 
the dominant accumulation system, thereby drastically undermining the 
ecological struggle. Hence, revolutionary strategies and movements with 
regard to ecology and society are world-historical forces at present 
largely in the periphery, in the weak links and breakaways from the 
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capitalist system. 

I can only point to a few essential aspects of this radical process of 
«ecological change as manifested in areas of the global South. In Cuba the 
goal of human development that Che advanced is taking on a new form 
through what is widely regarded as “the greening of Cuba.” This is 
evident in the emergence of the most revolutionary experiment in 
agroecology on earth, and the related changes in health, science, and 
education. As McKibben states, “Cubans have created what may be the 
world’s largest working model of a semisustainable agriculture, one that 
relies far less than the rest of the world does on oil, on chemicals, on. 
shipping vast quantities of food back and forth....cCuba has thousands of 
organop6énicos—urban gardens—more than two hundred in the Havana 
area alone.” Indeed, according to the World Wildlife Fund’s Living 
Planet Report, “Cuba alone” in the entire world has achieved a high level 
of human development, with a human development index greater than 
0.8, while also having a per capita ecological footprint below the world’s 
average.” 

This ecological transformation is deeply rooted in the Cuban 
revolution rather than, as frequently said, simply a forced response in the 
Special Period following the fall of the Soviet Union. Already in the 
1970s Carlos Rafael Rodriguez, one of the founders of Cuban ecology, 
had introduced arguments for “integral development, laying the 
groundwork”—as ecologist Richard Levins points out—for “harmonious 
development of the economy and social relations with nature.” This. was 
followed by the gradual flowering of ecological thought in Cuba in the 
1980s. The Special Period, Levins explains, simply allowed the 

“ecologists by conviction” who had emerged through the internal 
development of Cuban science and society to’ recruit the “ecologists iby 
necessity,” turning many of them too into ecologists by conviction.” 

Venezuela under Chavez has not only advanced revolutionary new 
social relations with the growth of Bolivarian circles, community 
councils, and increased worker control of factories, but has introduced 
some crucial initiatives with regard to what Istvan Mészáros has called a 
new “socialist time accountancy” in the production and exchange of 
goods. In the new Bolivarian Alternative for the Americas (ALBA), the 
emphasis is on communal exchange, the exchange of activities rather 
than exchange values.*4 Instead of ‘allowing the market to establish the 
priorities of the entire economy, planning is being introduced to 
redistribute resources and capacities to those most in need and to the 
majority of the populace. The goal here is to address the most pressing 
individual and collective requirements of the society related in particular 
to physiological needs and hence raising directly the question of the. 
human relation to nature: This is the absolute precondition of the 
creation of a sustainable society. In the countryside preliminary attempts 
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have also been made to green Venezuelan agriculture.” 

In Bolivia the rise of a socialist current (though embattled at present) 
embedded in the needs of indigenous peoples and the control of: basic 
resources such as water and hydrocarbons offers hope of another kind of 
development. The cities of Curitiba and Porto Alegre in Brazil point to 
the possibility of more radical forms of management of urban space and 
transportation. Curitiba; in McKibbens’s words, “is as much an example 
for the sprawling, decaying cities of the first world as for the crowded, 
booming cities of the Third World.” Kerala in India has taught us that a 
poor state or region, if animated by genuine socialist planning, can go a 
long way toward unleashing human potentials in education, health care, 
and basic environmental conditions. In Kerala, McKibben observes, “the 
Left has embarked on a series of ‘new democratic initiatives’ that come 
as close as anything on the planet to actually incarnating ‘sustainable 
development.’”* 

To be sure, these are mainly islands of hope at present. They 
constitute fragile new experiments in social relations and in the human 
metabolism with nature. They are still subject to the class and imperial 
war imposed from above by the larger system. The planet as a whole 
remains firmly in the grip of capital and its world alienation. Everywhere 
we see manifestations of a metabolic rift, now extended to the biospheric 
level. 

It follows that iee is little real prospect for the needed global 
ecological revolution unless these attempts to revolutionize social 
relations in the struggle for a just and sustainable society, now emerging 
in the periphery, are somehow mirrored in movements for ecological and 
social revolution in the advanced capitalist world. It is only through 
fundamental change at the center of the system, from which the pressure 
on the planet principally emanates, that there is any genuine possibility 
of avoiding ultimate ecologica] destruction. 

For some this may seem to be an impossible goal. Nevertheless, it is 
important to recognize that there is now an ecology as well as a political 
economy, of revolutionary change. The emergence in our time .of 
sustainable human development in various revolutionary interstices within 
the global periphery could mark the beginning of a universal revolt 
against both world alienation and human self-estrangement. Such a revolt 
if consistent could have only one objective: the creation of-a society of 
associated producers rationally regulating their metabolic relation to 
nature, and doing so not only in accordance with their own needs but 
also those of future generations and life as a whole. Today the transition 
to socialism and the transition to an ecological society are one. 
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Rifts and Shifts 


Getting to the Root of Environmental Crises 
BRETT CLARK AND RICHARD YORK 


Humans depend on functioning ecosystems to sustain themselves, and 
their actions affect those same ecosystems. As a result, there is a 
necessary “metabolic interaction” between humans and the earth, which 
influences both natural and social history. Increasingly, the state of nature 
is being defined by the operations of the capitalist system, as 
anthropogenic forces are altering the global environment on a scale that 
is unprecedented. The global climate is rapidly changing due to the 
burning of fossil fuels and deforestation. No area of the world’s ocean is 
unaffected by human influence, as the accumulation of carbon, fertilizer 
runoff, and overfishing undermine biodiversity and the natura] services 
that it provides. The Millennium Ecosystem Assessment documents how 
over two-thirds of the world’s ecosystems are overexploited and 
polluted. Environmental problems are increasingly interrelated. James 
Hansen, the leading climatologist in the United States, warns that we 
are dangerously close to pushing the planet past its tipping point, setting 
off cascading environmental problems that will radically alter the 
conditions of nature. 3 

Although the ecological crisis has captured public attention, the 
dominant economic forces are attempting.to seize the moment by 
assuring us that capital, technology, and the market can be employed so 
as to ward off any threats without a major transformation of society. For 
example, numerous technological solutions are proposed to remedy global 
climate change, including agrofuels, nuclear energy, and new coal-plants 
that will capture and sequester carbon underground. The ecological crisis 
is thus presented as a technical problem that can be fixed within the 
current system, through better ingenuity, technological innovation, and 
the magic of the market. In this view, the economy will be increasingly 
dematerialized, reducing demands placed on nature.? The market. will 
ensure that new avenues of capital accumulation are created in the very 
process of dealing with environmental challenges. 





Brett Clark is assistant professor of sociology at North Carolina State University. 
Richard York is coeditor of Organization & Environment and associate professor of 
sociology at the University of Oregon. They are coauthors with John Bellamy Foster 
of Critique of Intelligent Design: Materialism versus Creationism from Antiquity to 
the Present (Manthly Review Press, 2008). 
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Yet, this line of thought ignores the root, causes of the ecological 
crisis. The social metabolic order of capitalism is inherently anti- 
ecological, since it systematically subordinates nature in its pursuit of 
endless accumulation and production on ever larger scales. Technical 
fixes to socio-ecological problems typically have unintended consequences 
and fail to address the root of the problems: the political-economic 
order. Rather than acknowledging metabolic rifts, natural limits, and/or 
ecological contradictions, capital seeks to play a shell game with the 
environmental problems it generates, moving them around rather than 
` addressing the root causes. t 

One obvious way capital shifts around ecological problems is through 
simple :geographic displacement—once resources are depleted in one 
region, capitalists search far and wide to seize control of resources in 
other parts of the world, whether by military force or markets. One of 
the drivers of colonialism was clearly the demand for more natural 
resources in rapidly industrializing European nations. 

However, expanding the area under the control of global capitalism is 
only one of the ways in which capitalists shift ecological problems 
around. There is a qualitative dimension as well, whereby one 
environmental crisis is “solved” (typically only in the short term) by 
changing the type of production process and generating a different crisis, 
such as how the shift from the use of wood to plastic in the 
manufacturing of many consumer goods replaced the problems associated 
with wood extraction with those associated with plastics production and 
disposal. 

Thus, one problem is transformed into anothér—a shift in the type of 
rift. We illustrate these issues here by focusing on the soil crisis Marx 
identified in his time, which continues to the present, and our - 
contemporary energy and climate crisis. 


The Expanding Social Metabolic Order of Capital and Ecological Crisis 


A metabolic relationship involves regulatory processes that govern the 
interchange of materials. Marx noted that natural systems, such as the 
nutrient cycle, had their own metabolism; which operated independently 
of and in relation to human society, allowing for their regeneration and/ 
or continuance. He employed, as John Bellamy Foster explains, the 
concept of social metabolism to refer to “the complex, dynamic 
interchange between human beings and nature” of matter and energy, 
which .recognized how both “nature-imposed conditions” and human 
actions transform this process. Each mode of production creates a‘ 
particular social metabolic order that determines the interchange between ` 
society and nature. Such interactions influence the ongoing reproduction 
of society and ecosystems.’ 

Istvan Mészáros explains that a fundamental change in the ‘social 
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metabolism took place with the. onset of capitalism, as a new social 
metabolic order came to dominate the material interchange between 
society and nature. Capitalism imposes a particular form of “productive 
interchange of human beings with nature,” given that its very logic of 
operation is a “‘totalizing’ framework of control into which everything 
else, including human beings, must be fitted, and prove thereby their 
‘productive viability,’ or perish if they fail to do so.” Capitalists pursue 
their own interests to maximize profit, above and beyond. any other 
interests, subsuming all natural and social relationships to the drive to 
accumulate capital. Natural cycles and processes are subjected to the 
whims of the economic cycle, given that “the only modality of time 
which is directly meaningful to capital is necessary labor time and its 
operational corollaries, as required for securing and safeguarding the 
conditions of profit-oriented time-accountancy and thereby the realization 
of capital on an extended scale.” The competition of capital produces an 
“ultimately uncontrollable mode of social metabolic control” running 
roughshod over the regulatory processes ‘that govern the complex 
relationships of interchange within natural systems and cycles.* 

Paul Sweezy explained that the capitalist economic system “is one 
that never stands still, one that is forever changing, adopting new and 
discarding old methods of production and distribution, opening up new 
territories, subjecting to its purposes societies too weak to protect 
themselves.” Thus, the tendency of capital is to violate the natural 
conditions that ensure nature’s vitality, undermining the base on which 
ecological and human sustainability depends. In part, this is because 
capital freely appropriates nature and its bounty—it is “purely a matter 
of utility.” The exploitation of nature and labor serve “as a means to the 
paramount ends of profit-making and still more capital accumulation.” 
Hence, the expansion and intensification of the social metabolic order of 
capital generates rifts in natural cycles and process, forcing a series of 
shifts on the part of capital, as it expands environmental degradation.’ 


Marx and the Metabolic Rift in Soil Nutrients 


The issue of capitalism’s destructive metabolic relation to nature was 
raised by Marx in the nineteenth century. The German chemist, Justus 
von Liebig, in the 1850s and ’60s, employed the concept of métabolism 
in his studies of soil nutrients. He explained that British agriculture, 
with its intensive methods of cultivation to increase yields for the 
market, operated as a system of robbery, destroying the vitality of the 
soil. Liebig detailed how the soil required specific nutrients—nitrogen, 
phosphorus, and potassium—to maintain its ability to produce crops. As 
crops grew they took up these nutrients. In earlier societies, the produce 
of nature was often recycled back to the land, fertilizing it. But the 
concentration of land ownership, which involved the depopulation of 
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rural areas, and the increasing division between town and country, 
changed this process. Food and fiber were shipped from the countryside 
to distant markets. In this, the nutrients of the soil were transferred 
from the country to the city where they accumulated as waste and 
contributed to the pollution of the cities, rather than being returned to 
the soil. This caused a rupture in the nutrient cycle. 

-Ma-x, who was influenced by Liebig’s work, recognized that soil 
fertility and the conditions of nature were bound to the historical 
development of social relations. Through his studies of soil science, 
Marx gained insights in regard to the nutrient cycle end how soil 
exhaustion was caused. On this basis he provided a materialist critique 
of modern agriculture, describing how capitalist operations -inevitably 
produced a metabolic rift, as the basic processes of natural reproduction 
were undermined, preventing the return to the soil of the necessary 
nutrients.° 

The transfer and loss of nutrients was tied to the accumulation 
process. Marx described how capital creates a rupture in the “metabolic 
interaction” between humans and the earth, one that is only intensified 
by large-scale agriculture, long-distance trade, and massive urban growth. 
With these developments, the nutrient cycle was interrupted and the soil 
continually impoverished. He explained that the drive for the 
accumulation of capital “reduces the agricultural population to an ever 
decreasing minimum and confronts it with an ever growing: industrial 
population crammed together in large towns; in this way it produces 


conditions that provoke an irreparable rift in the interdependent process | 


of social metabolism, a metabolism prescribed by the natural laws of life 
itself. The result of this is a squandering of the vitality of the soil, 
which is carried by trade far beyond the bounds of a single country.’ 

The development: of capitalism, whether through colonialism, 
imperialism, or market forces, expanded the metabolic rift to the global 
level, as distant regions across the oceans were brought into production 
to serve the interests of capitalists in core nations. While incorporating 
distant lands into the global economy—a form of geographical 
displacement—helped relieve some of the demands placed on agricultural 
production in core nations, it did not serve as a remedy to the metabolic 
rift. The systematic expansion of production on a larger scale subjected 
more of the natural world to the dictates of capital. The consequence of 
this, as Marx noted, is that “it disturbs the metabolic interaction 
between man and the earth, i.e. it prevents the return to the soil of its 
constituent elements consumed by man in the form of food and clothing; 
hence it hinders the operation of the eternal natural condition for the 
lasting fertility of the soil.”* 
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Rifts, Shifts, and the Soil Crisis 


The metabolic rift in the nutrient cycle and degradation of the soil 
hastened the concentration of agricultural production among a small 
number of proprietors who adopted ever more intensive methods of . 
production to further expand and enhance production. The logic of 
capital and competition drives “bourgeois production out of its old 
course and...compels capital to intensify the productive forces of labour.” 
It gives “capital no rest,” Marx noted, “and continually whispers in its 
ear: ‘Go on! Go on”? This sets off a series of rifts and shifts, whereby ` 
metabolic rifts are continually created and addressed (typically only after 
reaching crisis proportions) by shifting the type of rift generated. To the 
myopic observer, capitalism may appear a: any one moment to be 
addressing some environmental problems, since it does on occasion 
mitigate a crisis. However, a more far-sighted observer will recognize 
that new crises spring up where old ones are supposedly cut down. This 
is unavoidable given that capital is propelled constantly to expand. 

One of the consequences of the metabolic rift and declining soil 
fertility in core nations in the 1800s was the development of an 
international guano/nitrate trade. The guano (bird droppings) from. 
islands off the coast of Peru with large seabird colonies had high 
concentrations of phosphate and. nitrogen. At the time, guano was 
recognized as one of the best fertilizers, both enriching the soil and 
increasing the yield. This new fertilizer sparked an international scramble 
to claim islands that had guano deposits. Millions of tons of guano were 
dug up by imported Chinese “coolies” in Peru under conditions worse 
than slave labor and exported to the United States and European nations. 
The necessity to import fertilizer reflected a crisis in capitalist 
agriculture, but it did not mend the metabolic rift. In fact, it directed a 
natural resource that had been used for centuries to enrich the soils of 
Peru to the global market, rapidly diminishing the reserves on the 
islands. The nitrate trade pitted Peru and Bolivia against Chile in the 
War of the Pacific, a war encouraged and supported by nitrate investors 
in Britain. It was a war between poor countries struggling to control 
nitrate fields that were used to meet the fertilizer demands of core 
nations. Nonetheless, the metabolic rift in regard to soil degradation 
continued to plague core capitalist nations. It was only when Fritz Haber, 
a German chemist and nationalist, devised a process—just before the 
First World War-—for fixing nitrogen from the air that a radical shift 
_ took place in agriculture, as artificial nitrogen fertilizer was produced in 
large quantities and applied to soils to sustain yields.’ 

The social metabolic order of capital undermined the natural cycles 
and processes that allow for the regeneration and use of soil nutrients. 
Various geological and technological shifts were introduced in order to 
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maintain production, but they created new rifts, while typically not 
alleviating old ones. Increasingly, industrial processes were incorporated 
into agricultural practices, intensifying. the social metabolism of society. 
` As a result, agriculture became increasingly dependent upon industrial 
operations (e.g., the industrial fixation of nitrogen) and materials in 
order to continue. Even in his day, Marx recognized the transformations 
taking place in agriculture and noted: 


Agriculture no longer finds the natural conditions of its own 
production within itself, naturally, arisen, spontaneous, and ready 
to hand, but these exist as an independent industry separate from 
it—and, with this separateness the whole complex set of 
interconnections in which this industry exists is drawn into the 
sphere of the conditions of agricultural production.” 


Marx explained that the expansion of capitalist industrialized 
operations .increased the scale of exploitation and environmental 
degradation, subjecting nature to the rapacious logic of capital: 


Large-scale industry and industrially pursued large-scale 
agriculture have the same effect. If they are originally distinguished 
by the fact that the former lays waste and ruins labour-power and 
thus the natural power of man, whereas the latter does the same 
to the natural power of the soil, they link up in the later course of 
development, since the industrial system applied to agriculture 
_also enervates the workers there, while industry and trade for 


their, part provide agriculture with the means of exhausting the 
soil’ © | 


Technology is not neutral, given that it embodies capitalist relations, 
whether it is to facilitate the division of labor or to increase production 
through the exploitation of labor and nature. Technological innovations 
serve as an additional means to enlarge and expand the social metabolic 
order of capital. In regard to capitalist agriculture, Marx explicated: 


All progress in capitalist agriculture is a progress in the art, not 
only of robbing the worker, but of robbing the soil: all progress in 
increasing the fertility of the soil for a given time is a progress 
towards ruining the more long-lasting sources of that 
fertility....Capitalist production, therefore, only develops the 
techniques and the degree of combination of the social process of 
production by simultaneously undermining the original sources of 
all wealth—the soil and the worker.’ 


Chemical processes and inputs were initiated in agriculture to 
duplicate, replace, and/or reproduce natural operations and what they 
produce. Synthetic fertilizer was widely intr@duced to sustain and 
increase agricultural production, but it did not resolve the metabolic rift 
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in the nutrient cycle. Kar] Kautsky, drawing upon the work of Marx and 
Liebig, explained that artificial fertilizers 


allow the reduction in soil fertility to be avoided, but the 
necessity of using them in larger and larger amounts simply adds 
a further burden to agriculture—not one unavoidably imposed on 
nature, -but a direct result of current social organization. By 
overcoming the antithesis between town and country...the materials 
removed from the soil would be able to flow back in full. 
Supplementary fertilisers would then, at most, have the task of 
enriching the soil, not ‘staving off its impoverishment. Advances in 
cultivation would signify an increase in the amount of soluble 
nutrients in the soil without the need to add artificial fertilisers.’ 


Kautsky identified the creation of a fertilizer treadmill, whereby a 
continuous supply of artificial fertilizer was needed to produce high 
yields on land that was exhausted. Natural conditions, depleted soils, 
forced capital to shift its operations in order to continue production. 
Rather than solving the problem, this shift and the ones that followed 
created additional environmental problems, escalating the magnitude of 
the ecological crisis. 

Food production has increased through expanding agricultural 
production to less fertile land—depleting the nutrients in these areas— 
and through the incorporation of large quantities of oil in the agricultural 
process, used in the synthesis of chemical fertilizers and pesticides, 
contributing to global climate change as well as a myriad of other 
environmental problems. Modern agriculture has become‘the art of 
turning oil into food.” Constant inputs are needed simply to sustain this 
operation, given the depletion of the soi]. Genetically modified crops are 
developed in order to grow in arid, depleted soils, with the help of 
artificial fertilizer. Each step is an attempt to oyercome barriers for the 
sake of accumulation, regardless of the ecological implications. 

The incorporation of the “technological fix” of artificial nitrogen 
fertilizer has created additional] ecological rifts and other environmental 
problems. The production of synthetic fertilizer produces airborne 
nitrogen compounds that increase global warming. Nitrogen runoff 
overloads marine ecosystems with excess nutrients, which compromise 
natural processes that generally remove nutrients from the waterways. 
The increased concentration of nutrients within the water causes 
eutrophication. This leads to oxygen-poor water and the formation of 
hypoxic zones—otherwise known as “dead zones” because crabs and 
fishes suffocate within these areas. 

Hence, the shifting logic of ecological destruction spreads rifts 
throughout the system. The drive to increase agricultural production, the 
separation of town and country, and the loss of soil nutrients produce a 
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metabolic rift in the soil nutrient cycle. In an attempt to overcome 
natural limits, capital engages in a series of shifts to sustain production, 
importing natural fertilizers and producing artificial fertilizer. As a result,’ 
the social metabolism is intensified, as more of nature is subjected to 
the demands of capital, and additional ecological problems are created. 


Energy and Climate Crisis 


The development of energy production technologies provides one of 
the best examples of rifts and shifts, as technological fixes to energy 
problems create new ecological crises in the attempt to alleviate old . 
ones. Biomass, particularly wood, has, of course, been one of the primary 
energy sources humans have depended on throughout their history. The 
development of more energy intensive processes, such as the smelting of 
metals, was, therefore, connected with greater pressure on forests, as 
trees were fed to the fires. By the time the Industrial Revolution began 
to emerge in Europe, vast regions of the continent had already been 
deforested, particularly in areas close to major sites of production, and 
much of this: deforestation was driven by the demand for fuel. As 
industrialization advanced, new sources of power were desired to fuel 
the machines-that allowed for production to take place on a growing 
scale. Whole forests could be devoured at an unprecedented rate, making 
wood ever more scarce. The tension between the desire of the capitalist 
owners of the new industrial technologies for expanding the accumulation 
of: capital and the biophysical limits of Earth were apparent from the 
start of the Industrial Revolution. However, capitalists did not concern 
themselves with the internal contradictions of capitalism, except insofar 
as they were barriers to be transcended. Thus, efforts to achieve what we 
would today call sustainability were not even considered by the elite. 
Rather, coal (and subsequently other fossil fuels) quickly became the 
standard fuel of industry, temporarily sidestepping the fuelwood crisis 
(although forests continued to fall due to the many demands placed on 
them) but laying the foundations for our current global climate change 
crisis by dramatically increasing the emission of carbon dioxide.” 

The pattern has remained similar to how it was in the early years of 
the Industrial Revolution. Oil was quickly added to coal as a fuel source 
and a variety of other energy sources were increasingly exploited. Among. 
these was hydropower, the generation of which requires damming rivers, 
and thus destroying aquatic ecosystems. For example, the expansion of 
hydropower over the twentieth century in the U.S. Pacific Northwest was 
the primary force leading to the widespread depletion and extinction of 
salmon runs. Nuclear power ‘was, of course, the most controversial 
addition to the power mix. Despite initial claims that it would provide 
clean, unlimited power that would be too cheap to meter, it proved to 
be an expensive, risky power source that produced long-lived highly 


20 l ANALYTICAL MONTHLY REVIEW / NOVEMBER 2008 


RIFTS AND SHIFTS 


radioactive waste for which safe long-term storage sites have been nearly 
impossible to develop. 

Now, in the twenty-first century, with global dima change Hoal 
being recognized by the elite as a serious problem, the proposed 
solutions are, as we would expect, to shift the problem from one form of 
energy to a new form of energy. Nuclear power, despite its drop in 
popularity toward the end of the last century, due to high costs and 
widespread public opposition, is now very much back on the agenda, 
with new promises of how the new nuclear plants are safer—never mind 
the issue of radioactive waste. We are also regaled with promises of 
agrofuels, ironically bringing us back to the pre-coal energy crisis. Recent 
scientific reports note that growing crops for agrofuel to feed cars may 
actually increase the carbon emitted into the atmosphere.” But even this 
ignores the fact that the production of agrofuel would be based on 
unsustainable agricultural practices that demand massive inputs of 
fertilizers and would only further the depletion of soi] nutrients, bringing 
us back to the metabolic rift that Marx originally addressed. 

Two recent examples of technical approaches to mitigating climate 
change are particularly: illustrative of how technological optimism 
distracts us from the political-economic sources of our environmental 
problems. Nobel laureate Paul Crutzen, who admirably played’a central 
role in identifying and analyzing human-generated ozone depletion in the 
stratosphere, recently argued that climate change can be avoided by 
injecting sulfur particles into the stratosphere to increase the albedo of 
the Earth, and thus reflect more of the sun’s energy back into space, 
which would counter the warming stemming from rising concentrations 
of greenhouse gases. Although no doubt offered sincerely and out of 
desperation stemming from the failure of those in power adequately to 
address the mounting climate crisis, the technical framing of the climate 
change issue makes it easy for political and business leaders to avoid 
addressing greenhouse gas emissions, since they can claim that technical 
fixes make it unnecessary to take action to preserve forests and curtail 
the burning of fossil fuels. Engineering the atmosphere on this scale is 
likely to have many far-reaching consequences (acid rain being only the 
most obvious), many of which have not been anticipated. 

In a similar vein, well-known physicist Freeman Dyson recently 
suggested that we can avoid global climate change by replacing one- 
quarter of the world’s forests with genetically engineered carbon-eating 
trees. The ecological consequences of such an action would likely be 
extraordinary. 

Both of these so-called solutions avoid addressing the dynamics of an 
economic system that is largely structured around burning fossil fuels, 
that must constantly renew itself on a larger scale, and that runs 
roughshod over nature. Often techno-solutions are proposed in a manner 
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that suggests they are completely removed from the world as it operates. 
The irony is that such narrowly conceived “solutions” would only serve 
as a means to prop up the very forces driving ecological degradation, 
allowing those forces to continue to operate, as they create additional 
ecological rifts. 


Conclusion: Toward a New Social Metabolic Order 


The pursuit of profit is the immediate pulse of capitalism, as -it 
reproduces itself on an ever-larger scale. A capitalist economic system 
cannot function under conditions that require accounting for the 
reproduction of nature, which may include time scales of a hundred 
years Or more, not to mention maintaining the particular, integrated 
natural cycles that help sustain living conditions. The social metabolic 
order of capital is characterized by rifts and shifts, as it freély 
appropriates nature and attempts to overcome, even if only temporarily, 
whatever natural and social barriers its confronts. In this, Marx noted, 
capital turns to problems with “the land only after its influence has 
exhausted it and after it has devastated its natural qualities.” And at 
this point, it only makes shifts or proposes technological fixes to address 
the pressing concern, without addressing the fundamental crisis, the 
force driving the ecological crisis—capitalism itself. Mészáros warns: “In 
the absence of miraculous solutions, capital’s arbitrarily self-asserting 
attitude to the objective determinations of causality and time in the end 
inevitably brings a bitter harvest, at the expense of humanity ne nature 
itself].” 

The global reach of capital is creating a planetary eee ae A 
fundamental structural crisis cannot be remedied within the operations 
of the system. Marx explained that the future could be ruined and 
shortened as a result of a social metabolism that exhausted the 
conditions of life. Capital shows no signs of slowing down, given its 
rapacious character. The current ecological crisis has been in the making 
for a long time and the most serious effects of continuing with business 
as usual will, not fall on.present but rather future generations. But, as 
James Hansen warns, the time that we have to respond and change the 
forces driving the ecological crisis is getting shorter and shorter. Each 
delay in taking decisive action compounds the problem and makes, the 
necessary intervention that much larger. 

Capitalism is incapable of regulating its social metabolism with nature 
in an environmentally sustainable manner. Its very operations violate the 
laws of restitution and metabolic restoration. The constant drive to - 
renew the capital accumulation process intensifies its destructive social 
metabolism, imposing the needs of capital on nature, regardless of the 
consequences to natural systems. Capitalism continues to play out the 
same failed Strategy again and again. The solution to each environmental 
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problem generates new environmental problems (while often not 
curtailing the old ones). One crisis follows another, in an endless 
succession of failure, stemming from the internal contradictions of the 
system. If we are to solve our environmental crises, we need to go to the 
root of the problem: the social relation of capital itself, given that this 
social metabolic order undermines “the vital conditions of existence.” 

Resolving the ecological crisis thus requires in the end a complete 
break with the logic of capita] and the social metabolic order it creates, 
which does not mean that we cannot take beneficial actions within the 
present system—although these will necessarily go against the internal 
logic of the system. Marx proposed that a society of associated producers 
served as the basis for potentially bringing the social metabolism in line 
with the natural metabolism, in order to sustain the inalienable condition 
for the existence and reproduction of the chain of human generations. 
Given that human society must always interact with nature, concerns 
regarding the social metabolism are a constant, regardless of the society. 
But a mode of production in which associated producers can regulate 
their exchange with nature in accordance with natural limits and laws, 
while retaining the regenerative properties of natural processes and 
cycles, is fundamental to an environmentally sustainable social order. 

As Engels stressed: “freedom does not consist in the dream of 
independence from natural laws, but in the knowledge of these laws.” In 
fact, “real human freedom” requires living “an existence in harmony with 
the laws of nature that have become known.” 

There are a multitude of environmental problems, each with its own 
dynamics (although increasingly interrelated), causing the ecosystems on 
which lives depend to collapse. We confront an ecological crisis at the 
global level generated by particular social forces. Rather than 
perpetuating a social metabolic order that generates metabolic rifts and 
ecological crises, merely attempting to shift the problems around, we 
need to transcend this systeim, to create a social metabolism that allows 
for nature to replenish and restore itself within time scales relevant to 
its continued reproduction. 
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Capitalist and Socialist Responses to. 
the Ecological Crisis 
VICTOR WALLIS | 


The global ecological crisis sprang forth full-blown at roughly the 
same historical moment that global capital—welcoming the collapse of 
the Soviet bloc and the decay of the revolutionary process in China—was 
claiming a definitive victory over socialism. The irony of this historic 
convergence lies in the fact that there could be no more decisive a 
refutation of capitalist precepts than their long-term incompatibility with 
species-survival. 

Unfortunately, the steamroller effect of capital’s short-term political 
triumph has shown itself- in unéxpected places. Corporate hype about 
technological fixes has meshed conveniently with certain applications of 
the postmodernist “production of nature” thesis to lend credibility, even 
in leftist quarters, to the idea that while we might reject and challenge 
capitalism in matters of democracy and social justice, there is not much 
that we have to offer when it comes to decisions about production and 
consumption. 

The ecological crisis is a complex mix of dangerous trends. Capitalist 
ideology characteristically views the components of this crisis piecemeal, 
thereby obscuring its systemic nature. The buildup of greenhouse gases 
‘and the consequent specter of a climatic “tipping point” have been widely 
if reluctantly acknowledged within the U.S. ruling class, although for the 
most part without any matching sense of urgency (witness how little 
serious attention is paid to this prospect in mainstream campaign 
discourse). But the other—not unrelated—dimensions of the crisis tend 
to be viewed either as local problems or, more alarmingly, as 
opportunities for future profit. 1 refer here to the spread of toxins, the 
depletion of vital goods (notably, fresh water and biodiversity), and the 
increasingly intrusive and reckless manipulation of basic natural 
P (as in genetic engineering, cloud-seeding, changing the course 
of rivers). 
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An adequate response to the crisis will ultimately involve addressing 
all these ‘dimensions. Given the range, widespread acceptance, and 
presumed normality of the existing power-patterns that this would call 
into question, however, such a response will require an unprecedentedly 
thoroughgoing process of mass political education. We are still only in 
the earliest stages of the necessary awareness. This means that we must 
first address convincingly the arguments of those who would downplay 
the depth of the transformation that long-term species-survival will 
require. One part of this task—responding to those who deny human 
agency in the climate crisis—is a matter of pitting straightforward 
scientific reasoning against assertions made principally by representatives 
of corporate capital." But another challenge to socialist ecology comes 
from those on the left who, out of a misplaced sense of what is 
politically “realistic,” put forward the view that the only feasible “green” 
agenda is a capitalist one. We need to examine (in context) some of the 
more recent expressions of this view before returning to address the 


larger practical challenges that capitalism of whatever hue is incapable of 
meeting. 


Green Capitalism? 


Among the many possible illustrations of “green capitalism” in 
practice, a small news-item in the financial section of the March 7, 2008, 
New York Times provides a useful lead. Captioned “Gore Gets Rich,” it 
reports that former Vice-President Al Gore, fresh from winning the 
Nobel Peace Prize for his cautionary filmed lecture about global warming, 
“recently invested $35 million with Capricorn Investment Group, a firm 
that Bloomberg [News] says puts clients’ assets into hedge funds and . 
invests in ‘makers of environmentally friendly products.’” The article also, 
notes that Gore has flourished from his business ties to Apple and to 
Google, and that “he was recently made a partner at Kleiner Perkins 
Caufield & Byers, the top-tier Silicon Valley venture capital firm.” A visit 
to the Capricorn’ Group’s Web site leads to stories about the various 
projects in which its funds have been invested, one of which is Mendel 
Biotechnology Inc., which is working with BP and Monsanto—supported 
by a $125 million grant from the U.S. Department of Energy—to “find a 
way to propagate miscanthus [a potentially more efficient fuel- producing 
‘plant than corn] for quick plantings and maximum yields.” 

This is quintessential capitalism. Its only green attribute is the notion 
of crop-derived fuel as offering (in the words of the Web report) a “clean 
and green” form of energy. Core aspects of the ecological crisis, however, ` 
remain unaddressed if not aggravated in this scenario: (1) Although 
biofuels may produce less greenhouse gas than petroleum, their aggregate 
impact—in terms of air and water pollution, soil degradation, and food 
prices—may be more severe.’ (2) No recognition is given to the need to 
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reduce the total amount of energy-consumption or of paved surfaces. ` 
(3) Large-scale use of cropland as a fuel source impinges on food-crops 
without reducing pressure on the world’s water supply. (4) Agribusiness 
practices, whatever the product, have a negative impact on biodiversity. 
(5) Monsanto .is implicated in the coercive imposition of genetically 
modified organisms (GMOs). (6) Silicon Valley (Gore’s other reported 
financial interest) is at the cutting edge of capitalist hyper-development 
(accelerated innovation and obsolescence; generation of vast quantities of 
toxic trash). (7) The U.S. government continues to provide subsidies to 
corporations rather than supporting efforts directly to address long-term 
human needs. . 

Of course, the more familiar image of green capitalism is one of small 
grassroots enterprises offering local services, solar housing, organic food 
markets, etc. It is true—and promising—that as ecological awareness 
spreads, the space for such activities will grow. We should also 
acknowledge that the related exploration of alternative living 
arrangements may contribute in a positive way to the longer-term 
conversion that is required. More generally, it is certainly the case that 
any effective conservation measures (including steps toward renewable . 
energy) that can be taken in the short run should be welcomed, whoever 
takes them. But it is important not to see in such steps any repudiation 
by capital of its ecologically and socially devastating core commitment 
to expansion, accumulation, and profit. 

To remind ourselves of this core commitment is not to claim that 
capital ignores the environmental crisis; it is simply to account for the 
particular way it responds to it. This includes direct corporate initiatives 
and measures taken by capitalist governments. At least in the United 
States, however, the former thrust predominates. The accepted self- 
designation of this approach is “corporate environmentalism”—defined in 
an authoritative text as “environmentally friendly actions not required by 
law” and thereby signifying explicitly that the corporations themselves 
are setting the agenda.* The most tangible expression of corporate 
environmentalism is a substantial across-the-board jump, through the 
1980s, in the numbers of management personnel assigned to deal with 
environmental issues.’ 

On the basis of both theory and performance, and viewing the 
corporate sector as a whole, we can say that this new emphasis has 
made itself felt in two ways. On the one hand, corporations have been 
alert to opportunities for making environmentally positive adjustments 
where these coincide with standard business criteria of efficiency and 
cost-reduction." On the other hand, more importantly, corporations have 
acted directly on the political stage, with an exceptionally free hand in 
the U.S. case. Both by lobbying and by direct penetration of policymaking 
bodies, they have molded regulatory practices, censored scientific 


ANALYTICAL MONTHLY REVIEW / NOVEMBER 2008 27 


WALLIS 


reports, and shaped a defiant official posture in the global arena 
{exemplified by U.S. withdrawal from the Kyoto accords). In addition, 
they have undertaken vast public relations campaigns (“greenwashing”) 
to portray their practices as environmentally progressive.’ From outside 
as well as within the United States, they have attempted—with 
considerable success—to define in their own interests the internationally 
accepted parameters of “sustainable development”: initially, through the 
World Business Council on Sustainable Development driving the agenda 
of the 1992 Earth Summit in Rio, and subsequently, through the 
continuing activity of the World ‘Trade Organization as well as via 
corporate partnerships with United Nations development agencies.’ 

None of these efforts embodies the slightest change in basic capitalist 
practice. To the contrary, they reflect a determination to shore up such 
practice at all costs. The reality of green capitalism is that capital pays 
attention to green issues; this is not at all the same as having green 
priorities.” Insofar as capital makes green-oriented adjustments beyond 
those that are either directly profit-friendly or advisable for PR purposes 
or protection against liability, it is because those adjustments have been 
imposed—or, as in the case of wind-turbines in Germany, stimulated and 
subsidized—by public authority.'° Such authority, even though exerted 
within an overall capitalist framework, reflects primarily the political 
strength of non- or anti-capitalist forces (environmentalist organizations, 
trade unions, community groups, grassroots coalitions, etc.), although 
these may be supported in part by certain sectors of capital such as the 
alternative energy and insurance industries. 

As this whole current of opinion becomes stronger, advocates of 
green capitalism pick up on the popular call for renewable energy, but 
accompany it with a vision of undiminished proliferation of industrial 
products.” In so doing, they overlook the complexity of the environmental 
crisis, which has to do not only with the burning of fossil fuels but with 
assaults on the earth’s resource-base as a whole, including for example 
the paving over of green space, the raw-material and energy costs of 
producing solar collectors and wind-turbines, the encroachment on 
natural habitats (not only by buildings and pavement but also by dams, 
wind-turbines, etc.), the toxins associated with high-tech commodities, 
and the increasingly critical problem of waste disposal—in short, the 
routine spinoffs from capital’s unqualified prioritization of economic 
growth. 1 

Proponents of green capitalism respond to this by saying that 
economic growth, far from being the problem, is what holds the 
solution. Environmentalism, in this view, is a purely negative response to 
the ecological crisis, giving rise to unpopular practices like regulation 
and prohibition. Hence the singular “green capitalist” caricature of 
environmentalists: “All of them direct our attention to stopping the bad, 
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not creating the good.” The “good,” from this perspective, is a scenario 
of jobs, material abundance, and energy independence—understood, 
however, within a characteristically capitalist competitive framework. 
While the need to cut greenhouse gases is recognized, the challenge is 
posed in narrowly technological terms. Attempts to resist consumerism 
are belittled, on the assumption that innovations, along with massive 
public investment, will solve any problem of scarcity (the vision is 
emphatically centered on the United States, with China invoked to 
signify that the drive to growth is unstoppable). The very existence of an 
environmental nexus is called into question, on:the grounds that the 
category “environment” can only be conceived either as excluding humans 
or as being synonymous with “everything,” at either of which extremes it 
is seen to make no sense. The biological understanding of the 
environment as a matrix with interpenetrating parts is not entertained. 
Ultimately, “green capitalism” is a contradiction in terms—the one 
pole referring to a complexly evolving equilibrium encompassing the 
ensemble of species-life, and the other, to the unchecked or cancerous 
growth of one of its particular components.” Ironically, the core 
capitalist response to ecological crisis is a further deepening of the logic 
of commodification. Capitalist practice has come to pose not just a 
material threat to ecological recovery, but also an ideological threat to 
socialist theory and, by extension, to the prospects for developing a 
long-term popular movement with an inspiring alternative vision. 


Struggle over the Meaning of ‘Nature’ 


The ideological response of capital to the environmental crisis has 
been to reaffirm faith in the market. At the most immediate level, this 
entails arguing that as any kind of good. becomes scarce, its price will, 
go up and the demand for it will consequently shrink. A problem arises, 
however, when the goods in question are, like air, water, soil, or forests, 
essential to survival. But the logic is relentless: supposedly there is 
nothing on which a price cannot be set, and price in turn implies 
ownership—a good thing, in this view, since only with ownership comes 
a sense of responsibility (never mind what the goals of the owner might 
be). The field of application for this principle is unlimited. Terry L. 
Anderson and Donald R. Leal thus proposed that whales “be ‘branded’ 
by genetic prints and tracked by satellites, providing another way to 
define property rights.” Once prices are set on so-called “natural 
capital” there follows a market in “rights to pollute,” which, among 
other effects, allows for offsetting any technological improvements with 
production increases. 

One extension of this whole market-driven approach has been the idea 
that the way to preserve tropical forests or natura] wetlands is simply to 
offer compensation for their being kept untouched. A cash value is thus 
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apparently placed on “nature.” It is from this observation that the leftist 
ecological debate has now been joined by arguments questioning the 
effectiveness of a socialist approach to species-survival. In the words of 
Neil Smith, “lf still incompletely, the market has now retaken and 
recolonized environmental practices....This represents a sweeping political 
co-optation and victory for capital and a defeat for environmental- -cum- 
socialist politics.”!© 

The core assumption that is supposed to underlie this assessment is 
signaled by Smith in the preceding paragraph, where he writes, “The 
explosion of ecological commodification has significantly deepened the 
production of nature.” It is this “production of nature” concept that 
Smith considers to be insufficiently recognized in ecosocialist thinking. 
He characterizes the latter as adhering to an oversimplified dichotomy 
between society and nature, where “nature” is viewed in quasi-mystical 
romanticized terms as something pristine, untouched by the human 
imprint. In an earlier essay, Smith summarizes the superiority of his own 
position in these terms: “The argument of the ‘production of nature’ has 
the advantage, in that it gets beyond the powerful fetishism of ‘nature- 
in-itself? to focus on the social relationship with nature.” 

In fact, of course, the latter focus is no different from that of 
ecosocialists; it flows logically from recognizing, with Richard Lewontin, 
that “the environment,” insofar as it is imagined as being untouched by 
any of its constituent organisms (notably, the human species), “does not 
exist.” Marx already made the same point when he noted that pure 
nature untouched by human beings “no longer exists anywhere (except 
perhaps on a few Australian coral islands of recent origin).” 

Why then should Smith have jumped, however, from an incontestable 
acknowledgment that the environment is generated (in part) by humans 
to an implicit assertion that the only available framework for remedial 
measures is the one imposed by capital? This can only derive from a one- 
sided emphasis on the “production of nature” by society (in this case 
capital) and a failure to understand Marx’s more complex dialectic of 
the human metabolism with nature, according to which human beings do 
not create nature, but only transpose it ‘from one form into another, 
often with unforeseen consequences. .Thus Marx quoted Pietro Verri as 
saying, “All the phenomena of the universe, whether produced by the 
hand of man or indeed by the universal laws of physics, are not to be 
conceived of as acts of creation but solely as a reordering of matter.” For 
this reason nature can only be “produced” by means of nature itself and 
in conformity with natural laws. The failure to understand or to follow 
these laws leads to ecological crises, with nature, as Engels observed, 
thereby taking its “revenge.””° 

What Smith appears to have done, in rejecting the notion of a pristine 
nature, is to have gone to the opposite extreme: if “nature” as such is a 
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figment, then the only real nature is what has been “produced” by 
humans; as he says at one point, “universal nature is every bit as much a | 
capitalist as a pre- and post-capitalist project.””’ In other words, there 
would appear to be no qualitative difference, in his view, in the claims of 
different social formations to represent natural relations. Any objective 
process that might.occur within a natural ecosystem independent of 
society is thus equally obliterated by all societies—pre-capitalist, 
capitalist, and post-capitalist. The environment is thus mere grist for 
bourgeois economics, which is seen as holding the cure to all its ills. 
Hence Smith’s remarkable statement that “the central use value of the 
restored wetlands is precisely their ability to garner exchange value under 
the new conditions of created scarcity.””* 

This view of nature as having no existence apart from that which has 
been conferred upon it.by the human species is in the tradition of a long 
line of idealist thought whose most recent expression has been 
postmodernism. Smith signals his intellectual debt to this mode of 
thought with a pertinent quote from Michel Foucault: “In fact, power 
produces: it produces reality; it produces domains of objects and rituals 
of truth.” In the present context, the capitalist market assigns value to 
natural resources and processes, and this alone determines the degree to 
which they will appear and function as needed. 

And yet it is precisely the non-commodified substratum of life which 
governs the processes by which soil is renewed, aquifers replenished, 
botanical diversity maintained, insect species and their predators 
nourished, and hillsides protected from erosion.” Money values are as 
little applicable to any of this as they are to the life of a particular 
person or community. To affirm otherwise is to reject the basic sinew of 
resistance to ecological devastation. It is almost to deny that ecological 
devastation is real. The currently fashionable form taken by such denial 
is the contention that so long as a massive program of energy-conversion 
is carried out (with or without nuclear power as one of its components), 
productivist assumptions can remain unchallenged. Smith largely buys 
into this approach. While he opposes GMOs and calls for “a truly 
democratic production of nature,” he indicates his affinity with the 
capitalist approach by urging us in the same passage “to think how 
nature ought to change”! 

Underlying this is the undialectical notion of human beings as 
somehow outside of nature, i.e., existing as independent agents 
“producing” nature but not themselves stMqject to it. Hence the human 
species is thought capable not only of using and molding natural 
resources, but also (at least implicitly) of changing or even producing/ 
creating nature’s modus operandi—in supposed defiance of physical and 
biological dynamics. This reflects a peculiar mix of fantasy, alienation, 
and hubris. It is at one, however, with the overall current response of 
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capital to the ecological crisis it has unleashed, a- response which, in its 
more extreme forms, has imagined offsetting global warming by such 
stratagems as shooting heat-reflecting mirrors into the upper 
atmosphere.”® 

More immediately, in terms of debates on the left, the notion that we 
must surrender to capitalist logic tends to foster an. accusatory 
identification of radical ecological demands with a supposedly 
unwarranted sense of urgency—as in the statement, “it is important to 
try to avoid an anxiety-driven ecological catastrophism. 27 In fact, one 
does not even have tobe on the left to recognize the accelerated pace— 
reinforced by feedback loops—at which natural phenomena are spinning 
out of their accustomed patterns and at which certain species, including 
the human inhabitants of vulnerable zones, are already paying the 
ultimate price.” Yet, given a socialist perspective, we are equipped to 
match the justified feeling of urgency with a correspondingly radical 
approach to the underlying causes of the problem. This is something, 
however, that Smith wishes to deny, declaring that environmentalism “is 
dead...as an anti-capitalist movement.””” 


Green Goals beyond Capital 


People arrive at a socialist position from many different starting 
points or initial concerns. The particular attribute of an ecological 
focus—whether it comes early or late in a person’s political awakening— 
is that it addresses basic survival-interests which affect everyone. More 
specifically in relation to socialism, the ecological theme points sharply 
to the need for structural changes that are both deep and wide-ranging.’ 

Our present discussion has indicated that corporate capital is both 
disinclined and unsuited to pursue an ecological agenda. But we have yet 
to bring out the full span of ecologically requisite tasks for which 
capitalism falls short. The economic growth issue requires further 
discussion in relation to its most recent expression in the form of high- 
tech innovation and toxic trash. Closely related to this problem are two 
further requirements for a green economy, both of which go far beyond 
the constraints of the capitalist paradigm. One is an end to militarism 
and imperialism; the other is a cultural transformation that would make 


possible a new consensus as to the social/economic requirements for a 
good life. 


Capitalist Hyper-Development, Toxic Trash, and the Commons 

A major issue in challenging the goal of economic growth is that this 
inescapably calls consumption-levels into question. It is remarkable, 
however, how little effort is routinely made to disaggregate the 
“consumption” category. Common parlance, reinforced by the typical 
framing of cross-national statistics, links consumption to the satisfaction 
of individual needs or wants, whereas in fact, as an ecological category, 


32 ANALYTICAL MONTHLY REVIEW / NOVEMBER 2008 


CAPITALIST AND SOCIALIST RESPONSES 


it refers to all throughput of materials and energy, for whatever purpose. 
Much of the appeal of “green capitalism” would vanish if people could 
focus on how much of its ever-expanding production went into goods 
and services that are useless if not destructive. 

Capital seeks always to produce and sell as much as possible. Ecology 
posits the need for massive cutbacks in throughput (i.e. ecological 
consumption), but the market offers no opportunity to target such 
cutbacks on the basis of any rational: assessment of need. Instead, it 
constantly drives businesses to create new “needs” in order to maintain 
a perpetual cycle of innovation, obsolescence, and upgrading. Although 
this has long been a familiar phenomenon, it has accelerated markedly 
with the new waves of digital and instant-communication devices.” 
Hence there has been an extraordinary proliferation of toxic trash 
(especially heavy metals), which has led to growing recognition that 
responsibility for final disposal of such items can no longer be simply 
left with the consumer. The concept of “extended producer responsibility” 
(EPR) is now gaining wide acceptance, although it is not yet strictly and 
universally applied, relying instead on modest financial incentives to 
purchasers, flavored with appeals to ecological civic-mindedness.*” 

In terms of the “green capitalism” debate, EPR practice can be seen 
as an outcome of public pressure on the producers, but with the side- 
benefit to them of promoting conservation of materials and thus reducing 
their dependence on a constant: re-supply of these same materials. 
Potentially more consequential, however, are the implications of this 
process for the whole question of private versus public ownership. A 
rigorous interpretation of producer responsibility would necessarily make 
inroads on private ownership not just in the sphere of production but 
also in regard to certain categories of personal consumption, especially 
those involving land, scarce and/or toxic materials, and high levels of . 
energy-use. Ownership would become more akin to stewardship, creating 
a much wider constituency of accountability for the earth’s raw materials. 
While the most immediately compelling examples arise from the need to 
contain dangerous substances, the same logic would govern the 
imperative to protect vital resources (water, soil, trees, fish, etc.). 

If such reasoning should concern the private individual who is getting 
rid of an old computer or TV, how much more crucially does it apply to 
the manufacturer who might wish to render obsolete a whole line of 
products! Now that awareness is spreading of the social impact of even 
individual consumption, how much easier it should be to persuade 
people, finally, of the social—and therefore socially accountable— 
character of production. And indeed, only a relatively small further 
descriptive step would now be needed to cast in socialist terms the 
environmentalist recognition that every “private” act of combustion (of 
whatever scale) imposes a burden on the atmospheric commons. The 
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parallel argument has already been sharply formulated for the world’s 
water supply; it could similarly extend to every other natura] resource, 
including not only those which are “consumed” but also those which, 
whether benign or toxic in themselves, help constitute the necessary 
substratum for other, vital processes, both within and outside the circuit 
of social production.” 


Addressing Militarism and Imperialism ; - 

Given capitals sacrosanct commitment to growth, it. is 
understandable that mainstream environmentalist organizations are loath 
to deconstruct the phenomenon of consumption. To distinguish between 
useful and wasteful (or harmful) consumption would be to defy the 
precept that all such determinations should be. made through the 
workings of the market—except where government acts directly on behalf 
of capital.** 

The military sector of production and “service” is of particular 
relevance here, because it does not arise in response to any kind of 
direct mass demand. Within the advanced capitalist countries, the 
military performs. an instrumental function which is truly vital only to 
the ruling class. This is especially the case with the U.S. military, which, 
since 1945, has been the unrivalled global enforcer of capitalist interests. 
U.S. military operations—including training and weapons-development as 
well as actual fighting —occupy a distinctive position in economic/. 
ecological terms, in that their very mission of protecting capital releases 
them from any possible restraint that might impinge on enterprises 
competing with one another (let.alone any restraint arising from 
organized popular pressure). This applies as much to private military 
contractors as it does to the official armed forces. What is decisive is 
that both are underwritten by the “employer of last resort,” which in 
this issue-area transmits the consensus of corporate capital reflected in 
the governing political duopoly. 

The free rein enjoyed by the military/paramilitary consists not only in 
the unchallenged funding of its massive worldwide operations but also, 
more specifically, in the protection it enjoys, grounded in “security” 
arguments, against political questioning of its toxic practices, such as 
the pervasive use of dioxin in Vietnam and of depleted-uranium shell- 
casings in [raq—not to mention the continuous prodigious consumption 
of petroleum which prompted the recent observation (by Michael Klare) 
that a major consideration behind U.S. occupation of oil-rich lands is to 
assure a sufficient fuel-supply to sustain the military activities 
themselves.” 

The larger imperial drive underlying the acceptance of such a self- 
perpetuating cycle remains for the most part outside the sphere of public 
debate. Mainstream politicians who convey disquiet about the Iraq 
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occupation thus speak of “redeploying” U.S. troops rather than 
questioning their interventionist role as such. This reflects the 
extraordinary degree to which imperialist assumptions pervade the full 
bipartisan spectrum of U.S. politics, constituting the central obstacle to 
any critical rethinking of the goals of production and consumption. 

The separation of the growth issue from the question of militarism 
„and imperialism reflects the ideological parameters of U.S. political 
discourse. Growth is an issue of “the economy,” which is defined as a 
“domestic” matter; militarism, global projection, and war come under 
the heading of “foreign policy.” This compartmentalization is entirely 
spurious; its deeply ingrained status is a major block to working-class/ 
popular awareness. The ecological crisis—as illustrated in the threat 
posed to all coastlines by the melting of polar icecaps—is at once a 
global and a “domestic” issue. Its adequate explication could help 
shatter, once and for all, popular acquiescence in one of the key blinders 
erected by bourgeois ideology. ; 


Popular Cultural Transformation 

To challenge the militarism/imperialism/growth agenda is to cal] into 
question not just policies but also emotions—both civic and private— 
whose resonance extends far beyond the confines of the capitalist class. 
The civic aspect is associated with the rhetoric and symbols of national 
grandeur; the private aspect, with the whole mindset of possessive- 
individualism and consumerism. Mainstream environmentalism, with its 
emphasis on competitive prowess, has left the civic aspect unchallenged. 
Insofar as it has addressed the private aspect (as for example in the Al 
Gore film), it has done so essentially in the form of appeals. to 
conscience. 

Where the private and the civic dimensions would merge would be in 
developing a full-scale class analysis of responsibility for the current 
crisis and, with it, a movement which could pose a systemic alternative. 
The steps so far taken in this direction have been limited. Exposés like 
Gore’s have called attention, for example, to the role of particular oil 
companies in sponsoring attacks on scientific findings related to climate 
change, but the idea that there could be an antagonism between 
capitalism and the environment as such has not yet made its way into 
general public debate. Until this happens, the inertial impact of the 
prevailing ideology will severely limit the scope of any concrete 
recuperative measures.” 

The situation is comparable to thai surrounding any prospective 
revolution: until a certain critical point has been reached, the only 
demands that appear to have a chance of acceptance are the “moderate” 
ones. But what makes the situation revolutionary is the very fact that the 
moderate or “realistic” proposals will not provide a solution. What gives 
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these proposals a veneer of reasonableness is no more than their 
acceptability to political forces which, while unable to design a response 
commensurate with the scale of the problem, have not yet been displaced 
from their positions of power. But this very inability on the part of those 
forces is also an expression of their weakness. They sit precariously atop 


a process they do not understand, whose scope they cannot imagine, ands’ 


over which they can have no control. (Or, if they do sense the gravity of: 
the situation, they view it with a siege mentality, seeking above all to 
assure their own survival.*8) 

At this point, it is clear thar the purchase on “realism” has changed ` 
hands. The “moderates,” with their relentless insistence on coaxing an 
ecological cure out of a system inherently committed to trampling 
everything in its path, have lost all sense of reality. The question now 
becomes whether the hitherto misgoverned populace will be prepared to 
push through the radical measures (by now clearly the only realistic 
ones) or whether its members will have remained so encased within the 
capitalist paradigm that the only thing they can do is to try—following 
the cue of those who plunged us all into this fix—to fend individually 
for themselves. 

This is the conjuncture that all our efforts have been building for; it 
will provide the ultimate test of how well we have done our work. In 
order for the scope of the needed measures to be grasped by sufficient 
numbers of people, an intense level of grassroots organizing will already 
have to be underway. However, the measures themselves, if they are to 
accomplish their purpose, will have to advance further the very process 
that put them on the agenda to begin with. A characteristically 
revolutionary mix of persuasion and coercion will necessarily apply—the 
balance of these two methods depending partly on the effectiveness of 
prior consciousness-raising and partly on the window of time available 
for the required steps. 

No dimension of life will be untouched. From our present vantage 
point we can only begin to envisage the specific changes, which will 
primarily involve a reversal or undoing of the more wasteful and harmful 
structures bequeathed by. prior development. Fortunately, however, it will 
not be a matter of starting from scratch. Many historical lessons have 
already been learned, and not all of them are of things to avoid. There 
are positive models as well. 


we 


Green Socialism: Precedents and Harbingers 


if “green capitalism” is a contradiction in terms, then one might 
naturally regard “green socialism” as a redundancy. In the long run, this 
is certainly the case, in the sense that green policies presuppose the 
curbing of expansionist drives, which in turn requires that economic 
- decisions be grounded in a wider social (socialist) consensus as to how 


36 | ANALYTICAL MONTHLY REVIEW / NOVEMBER 2008 


N 


CAPITALIST AND SOCIALIST RESPONSES 


resources may or may not be used. In the short term, however, there is 
nothing automatic in the link between green and red policy-measures. 
Historically, the instances of friction between the two agendas have 
generated more attention than have the instances of their convergence. I 
note here some cases which give grounds for hope. 

The first example emerged from the Russian Revolution. The Soviet 
.leadership’s continuing focus on growth was partially offset, during the 
early years of the regime, by an extraordinary interest in creating a more 
advanced level of mass culture and, with it, an approach to development 
that, compared to its capitalist counterparts, would be ¿more firmly 
anchored in an awareness of natural limits. It was in this context that 
Lenin signed (in 1921) a law establishing, over widely dispersed areas in 
the Soviet Union, “the first protected territory anywhere to be created by 
a government exclusively in the interests of the scientific study of 
nature.”? Although these areas (zapovedniki) were subsequently 
dissolved (under Stalin), what is important to us in their’brief history is 
what it suggests about the capacities and potential initiative of socialist 
leadership, as well as the early sensitivity of some of the Russian 
Marxists—long before the current crisis—to the fragility of the 
ecosphere.*° l 

The second example is the Italian city of Bologna during the period of 
its elected Communist government of the mid-1970s. It highlights a case 
where power was exercised at the municipal level, within a capitalist 
framework. It is important, however, for what it suggests about the 
processes involved in any full-scale ecological conversion. At the heart of 
Bologna’s urban reform was the exclusion of private automobiles from 
most of the city’s central residential and business district. This outcome 
was achieved partly through a relatively cost-effective switch to free 
rush-hour bus-service and partly through several exhaustive rounds of 
neighborhood meetings to decide upon zoning.“ Although the capitalist 
class maintained its hold on the traditional levers of power, setting tight 
limits on the scope of possible change, the participatory approach to 
policymaking was shown to be effective. A collective history of such 
_ efforts, which work especially well in addressing universally recognized 
problems such as those having to do with the environment, is part of the 
preparatory process for eventual popular rule. 

The third and most impressive application of socialist ecology is that 
of Cuba. The initial effect on Cuba of the Soviet collapse (1991) offers a 
foretaste of the difficulties that will hit many other countries when their 
resource-base is cut off. Although Cuba would later (after 1999) receive 
significant oil-shipments from Venezuela, it lacked such a collaborative 
supplier in the early 1990s. Its immediate predicament then was 
comparable to that which any oil-dependent country will experience in 
the post-peak oil era. The country’s response was radical, creative, and, 
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above all, green.} Confronted with a fuel shortage, the government 
imported massive numbers of bicycles. Unable to run tractors and 
lacking chemical fertilizer, the state promoted a full-scale return (but at 
a scientifically intensive level) to organic farming methods. Its 
reforestation program serves as an environmental model, and Cuba now 
offers the only remaining habitat to many of America’s tropical species. 
Finally, encouraged by appropriate land-grants, planning laws, and seed. 
houses—”the only nationwide infrastructure for urban agriculture in the 
world”—~Cubans planted urban gardens on a large scale (more than 30,000 
in the city of Havana as of 2003).*7 

These examples should give us confidence in affirming that we must 
not be satisfied with the fall-back scenario of an imagined green 
capitalism. Of course we should both press for and implement ecological 
measures without delay—making demands at the national level and 
acting directly at the local level (where popular control is possible)— 
even while capital still reigns. But we should not expect to achieve 
anything close to a long-term environmental solution unless and until a 
society-wide democratic planning structure, capable of properly targeting 
and implementing the full agenda of transitional investments (including 
the reconfiguration of cities) is in place.“ 

The development of such a structure, like, that of the ecological 
agenda itself, is not an all-or-nothing matter. As the Bologna example 
suggests, participatory planning for certain dimensions of policy can be 
initiated prior to the full transfer of state power from one class to 
another. Further instances of such practice have been offered since the 
1970s by a number of Brazilian cities which have instituted participatory 
budgeting. However, as the Cuban experience shows, it is also 
possible—not only in the matter of urban gardens but also for day-to- 
day economic decisions more generally—that popular participation can be 
introduced as a matter of deliberate policy by a revolutionary 
government.*° In other words, there is no fixed trajectory for the link 
between instituting a socialist framework and developing the particular 
mechanisms (and cultural traits) that will allow it to work. 

This preeminently dialectical process will unfold in distinct ways in 
each national setting, in full awareness of prior worldwide experience. It 
may be generally observed that first-epoch socialism showed the difficulty 
of transforming a society without having in place an already existing 
network and culture of grassroots political participation. It is noteworthy 
that the current revolutionary ferment in Latin America features a strong 
emphasis on local popular networks, whether evolving with the 
encouragement of the state (as in Venezuela) or in the face of its hostility 
(as in Mexico and in pre-2006 Bolivia).* 

The integral link between the ecological and the socialist dimensions 
of this process lies in the common demand for decommodification. In 
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ecological terms, this requires expansion of the natural commons—the 
fount of life-giving replenishment. In economic policy terms, it consists 
of reducing the sphere within which market-exchange (the law of value) 
prevails and expanding the scope for the direct satisfaction of need— 
both individual and social. i 

An emblematic instance of what is currently lacking was reported in a 
front-page story in the New York Times, headlined, “As Prices Rise, 
Farmers Spurn Conservation” (April 9, 2008). The price-rise reflects 
heightened demand for cash crops, including corn for ethanol. The 
income from sale of such crops’greatly exceeds the government subsidies 
received by the farmers for keeping land out of production for ecological 
purposes (species habitat, water conservation, etc.). Of course, the 
government could theoretically increase the subsidies, but the pressure 
would continue over time, threatening an unending cycle, in which more 
and more public funds would be allocated simply to offset the farmers’ 
absolute legal right, under capitalism, to decide how “their” land should 
be used. 

Since the ecological priority will then be expressed in a constantly 
rising outlay of tax dollars for the subsidy payments, it will become 
natural to put the question: why shouldn’t ecologically informed 
management of the land—and therefore the necessary legal power over 
it—reside directly in the public sphere in the first place? Why should 
such a vital matter be decided on the basis of acquisitive drives and 
market pressures? 

These questions are longstanding, but here—as with the issue of 
toxic trash—the ecological crisis has raised them to a heightened level 
of urgency. By the same token, it has added new weight to the argument 
for socialism. 
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Liquefied Natural Gas and 


Fossil Capitalism 
ANNA ZALIK 


The contemporary ecological crisis places a new spin on the notion of 
the “resource turse,” evoking widespread concerns regarding hydrocarbon 
dependency. Whether environmental, in the form of global warming, or 
socio-political, through wars over oil, “fossil capitalism” is now 
understood as a global problem.’ The development of a global market in 
natural gas, heavily dependent on the development of the Liquefied 
Natural Gas (LNG) industry, offers an example of a corporate-endorsed 
solution to the simultaneous ecological and economic “crises” associated 
with fossil capitalism. Yet, since 2004 a cross-continental mobilization 
against the development of LNG terminals in North America has 
successfully challenged the installation of some LNG infrastructure on 
the West Coast.” These movements stress that the investment required 
to build the global gas industry displaces investment in renewables. 

A key limitation on natural gas usage is the difficulty of 
transportation, particularly across oceans and over long distances. LNG 
is natural gas that has been cooled for purposes of transportation to 
approximately -163°C (-260°F), changing it from a gas to a liquid 1/600th 
its original volume. It is shipped in double-hulled seagoing vessels 
known as LNG carriers designed specifically to handle the low 
temperature of LNG. There are currently now more than 130 such ocean 
carriers in operation worldwide. Receiving or gasification terminals take 
the form of specially constructed ports devoted exclusively to the 
importing and exporting of LNG. Once it reaches its destination it is 
stored in insulated tanks built specifically to hold LNG. When there is 
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demand for fuel the LNG is heated to return it to its gaseous state and 
delivered via pipelines as natural gas to customers. LNG is exported by 
countries with large natural gas reserves such as Algeria, Australia, 
Brunei, Indonesia, Libya, Malaysia, Nigeria, Oman, Qatar, and Trinidad 
and “Tobago. There are some sixty LNG receiving terminals worldwide, 
mainly in high-income consuming nations such as Japan, Korea, the 
United States, and some European countries. 

As the “cleaner” hydrocarbon, natural gas has been promoted as a 
partial solution to the problem of global warming. As the ecological 
critique of carbon-based fuel consumption grows louder, with supply 
concerns prompting energy price increases and OPEC members claiming 
greater sovereignty over petroleum assets, natural gas appears 
increasingly attractive both financially and environmentally. 
Multinationals displace lost oil reserves with gas, while they market 
themselves as greener energy companies (the most notable being BP’s 
“new moniker: Beyond Petroleum). Daniel Yergin, Pulitzer-winning author 
of the book The Prize on the oil industry, referred to natural gas as “The 
Next Prize” in a 2004 article in Foreign Affairs. Making it prize-worthy, 
however, depends on LNG development that is high-risk, costly, and 
inefficient. 

David Harvey’s theorization of the “spatial fix” provides insight into 
the formation of the global LNG market, since it is by naturé a global 
industry, associated with overseas transport of fossil fuel. Although 
technically difficult, LNG development helps the oil and gas industry 
address some of fossil capitalism’s contradictions while creating others. 
The investment of surplus in LNG infrastructure allows for the use of 
excess capital in specific sites. Concurrently, certain social contradictions 
of the “state-tied” resource curse are avoided, transferring the product 
out of relatively insecure settings and into more profitable ones. Given 
rising criticism of the oil and gas industry, however, the promotion and 
connection of LNG to the North American power grid must be 
accomplished. So industry aims to persuade legislators and the public 
that LNG has some intrinsic value in terms of conservation, the 
environment, and energy security. But providing a convincing argument 
for LNG could become increasingly difficult with recent assertions that 
‘drilling for shale gas in the United States could preclude the need for 
these imports. 

The analysis below examines how the LNG industry is commonly 
-conceived as a partial, stop-gap solution to the ecological and economic 
crises arising from fossil-fuel dependence. By looking at the overseas 
transfer of LNG from Nigeria to Mexico in order to power the U.S. 
energy grid, this article seeks to explain ongoing spatial transfers 
associated with “ecological imperialism.” Mexico’s first LNG terminal, 
operational since 2006, is a Shell project in Tamaulipas State, which 
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borders Texas, sourcing gas from its Nigerian LNG facility in Bonny 
Island. LNG development in the two sites in Nigeria and Mexico has 
interfaced with varying social conflicts and positions in the global 
political economy of oil—in the Nigerian case, highly volatile, in the 
Mexican relatively stable. Fostered by corporate subsidies, the gas 
ultimately enters the more lucrative U.S. market, servicing that country’s 
hydrocarbon-accumulation model.? 


The Resource Curse 


: Although the term “resource curse” seems an apt descriptor for the 
global pitfalls of hydrocarbon dependency, in its original usage it had a 
decidedly state-centered focus. The curse describes how exporters of 
high-valued natural resources become tied to a single major source of 
revenue in a form that stymies their domestic economic growth. Classic 
examples of this dynamic in the oil sector include Nigeria, and Venezuela 
up until the late 1990s. Sometimes called the “paradox of plenty,” this 
condition is associated with the accumulation of high-value natural- 
resource based capital in a particular state. The rapid accumulation of 
surplus through exports of this resource erodes social cohesion, 
encouraging spending on conspicuous consumption and imported goods 
rather than industrialization. Socially, this leads to magnified inequality 
as powerful elites claim “rents,” or kickbacks, in a cash-flooded national 
economy." 

The state socio-economic erosion associated with the “curse” includes 
deteriorating public services and infrastructure. Often, due to the 
consumption culture that the curse is said to foster, poor services are 
attributed to corrupt actors in commercial and governmental institutions. 
But the detérioration of infrastructure cannot be attributed merely to 
acquisitive values or—as often implicit in contemporary charges of 
corruption against developing countries—to “laziness” (a stigma laden 
-with colonizing stereotypes). In fact, the concept of Dutch Disease, often 
equated with the resource curse, was coined to describe the deterioration 
of the Netherlands following the gas boom of the 1960s. And a similar 
curse has been used to explain the centuries-earlier deterioration of the 
Spanish economy:as a result of rampant extraction of silver and natural 
wealth from the Americas, The rising exchange rate that results from 
accumulation during a boom period prompts de-industrialization, as 
manufacturing and agricultural sectors become less competitive on the 
global market, and even domestically. In various third world oil 
exporters, this phenomenon has encouraged divestment from these 
sectors, leading to “underdevelopment.” 

Interestingly, those oil producers commonly identified as having 
“escaped the curse” include Mexico, where oil came under national 
control after the expropriation of foreign oil holdings in 1938.” Mexican 


ANALYTICAL MONTHLY REVIEW / NOVEMBER 2008 45 


ZALIK 


petroleum production after the expropriation was initially intended to be 
directed toward national industrial development in accordance with an 
import substitution model, although this was later to break down as a 
result of U.S. economic dominance, creeping privatization, and 
neoliberalism. 

In contrast to the explicitly developmentalist and import- -substitution 
model that prevailed in Mexico, advancing de-industrialization, 
associated with high-value resource extraction and the related export 
dependency, makes most resource-cursed countries less attractive sites 
for reinvestment of the energy and capital surplus extracted.® In Nigeria, 
despite considerable need for domestic gas as a cooking fuel, gas 
associated with the oil extraction is primarily being liquefied for export. 
The transformation of Nigerian gas into LNG makes it a globally tradable 
substance—serving European and North American markets far afield. 
Contemporary military advances into West Africa through the expansion 
of the U.S. Africa Command, and the UK’s recent offering of policing 
support to assuage the Niger Delta crisis, echo the imperial histories of 
these regions. Indeed, historical and contemporary extraction of natural 
resources from these regions and the socio-political: strategies that 
facilitate it may well be expiained as ecological imperialism.’ 


Harnessing Gas 


The construction of a global gas market, complete with dedicated 
LNG terminals, requires that legislators and a public wary of energy 
companies must first be convinced of its economic and environmental 
benefits. Moreover, particular technology must be put into place to move 
it trans-oceanically. As described by Gavin Bridge, the properties of gas 
as an ethereal substance shape a “stubbornly anachronistic geography of 
commodity supply.” Where terrestrial pipelines cannot be installed, 
overseas shipment demands liquefaction at extremely cold temperatures, 
allowing its transport on special tankers to distant terminals. Once it 
arrives at its destination, the substance is regasified and linked into 
domestic power grids. 

Whether piped or shipped, this is an expensive. TEE and, until 
_ the recent upsurge in energy prices, much gas was considered “stranded” 
since the process was considered too costly to be viable.®.Today the 
context has changed, with concerns regarding a global fuel shortage 
prompting rising prices on gas futures markets that are beneficial for the 
promotion of LNG development. In the last ten years the international 
oil-industry has placed a major emphasis on the development of LNG 
terminals and infrastructural connections in North America. Although 
there is widespread consensus that natural gas is preferable to coal 
burning for electricity generation, LNG is a doubtful candidate for an 
overall reduction in carbon emissions. Recent studies suggest that the 
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carbon footprint of LNG transported long distances may be substantial.” 
Building a North American domestic LNG infrastructure will also shape 
a set of commercial and worker interests tied to this industry, which 
may further postpone and/or create obstacles to non-hydrocarbon sources 
as a substitute. 

‘Although LNG currently accounts for only about 30 percent of the 
inter-regional trade in gas, the International Energy Agency estimates 
that the figure may rise to 50 percent by 2030. National oil companies 
play a large role in gas liquefaction, with Indonesian and Brazilian 
parastatals among the most important. But Shell also figures in the top 
three for liquefaction capacity, and private energy companies primarily 
run LNG receiving terminals. 


LNG in Nigeria and Mexico and Capital’s Spatial Fix 


The Nigerian LNG project at Bonny Island—a joint venture between 
the Nigerian National Petroleum Company, Shell, ENI (Agip) Italy, and 
Total—was first proposed in 1989, and became operational a decade 
later. The liquefaction and export of-natural gas is the Nigerian oil 
industry’s external solution to the problem of flaring in the Niger Delta— 
where 70-80 percent of gas extracted alongside petroleum (known as 
associated gas) is burned, the highest rate in the world—leading to acid 
rain and erosion that effects fishing and local wildlife. Huge surface 
flares light up the night sky. Since the Ogoni mobilization and Ken Saro- 
Wiwa’s execution in the 1990s, these flares have become symbolic of the 
impunity with which environmental and human rights norms are 
disregarded by. the global oil industry in Nigeria.” Flaring occurs at a 
rate of at least 2.5 billion cubic feet per day with many riverine villages 
“never knowing a dark night.” Shell Nigeria is the largest single flarer. 
Unsurprisingly, after fifty years of ongoing flaring, this industrial form of 
waste elimination is an indelible part of the region’s socio-ecology. 
Condemned by the Ogoni, Ijaw, and other Nigerian “oil minorities” as a 
violation of indigenous rights, flaring in the Delta is seen as a clear 
manifestation of environmental] racism, or “global apartheid,” as applied 
to the exploitation of natural resources. In protest against oil extraction 
in the Delta in 1999, Ijaw youth initiated. “Operation Climate Change” 
whose aim was to “extinguish the flares.” In the context of a history of 
harsh repression of protests and blockades, and the increased presence 
of militia groups acting as both security and threat to the oil industry, 
resistance in the Delta has been radicalized. In the last two years media 
reports on precarious oi] supplies include references to the violent Deltan 
“crisis.”" l i 

In addition to the release of toxic chemicals into the atmosphere, 
attention to global climate change makes flaring practices in the Delta a 
further target of criticism: The World Bank estimates that, due to flaring, 
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Nigeria had contributed more greenhouse gases to the atmosphere than 
all other Sub-Saharan African countries combined by 2002. Environmental 
advocates inside and outside Nigeria have condemned the possibility of 
using flaring elimination to gain carbon credits (i.e., World Bank Clean 

Development Mechanism financing) under Kyoto, employing a recent 
Nigerian High Court ruling defining flaring as a violation of human/ 
environmental rights and illegal on that basis. 

The actual site of the LNG plant, Bonny Island, was a key port for the 
Trans-Atlantic slave trade—the lasting impact of which some theorists 
believe helps explain the salience of tribal divisions in the contemporary 
Nigerian state.'* On Bonny Island itself, an ecologically protected area at 
Finima was established as a requirement of the Nigerian LNG 
Environmental Impact Assessment. This protected area is administered 
by a Nigerian environmental NGO.” The Nigerian LNG project and the 
public affairs programs it has advanced are today deployed as industry- 
community models, departing from divisive “host-community” policies 
which stoked inter-communal violence, and promoting improved social 
and environmental performance. 

However, the harsh reality is that competitive violence over oil 
industry access payments and “piracy” (or contraband oi] trade) in the 
Bonny region has continued, including kidnappings of Nigerian and 
expatriate oil workers. The marketing of the product elsewhere allows it 
to escape a region marked as too risky for domestic infrastructural 
investment. Concurrently the transfer of LNG allows capital an 
opportunity to engage in a kind of “spatial fix,” overcoming an over- 
exploited “socio-nature”/resource base, and a regime of overaccumulation 
of capital through the sale of LNG abroad. 

The shipment overseas of LNG from Nigeria to Mexico allows the oil 
industry to benefit from the latter’s stability as well as its proximity to 
the largest domestic market in the world. Shell’s Altamira terminal in- 
Tamaulipas State, of which it holds 50 percent—with Tota] and 
Mitsubishi holding another 25 percent each—is Mexico’s first 
regasification plant, operational’ prior to the Sempra/Shell terminal at 
Costa Azul. The port at Tampico, just South of Altamira, is a historical 
pivot in Mexican oil extraction. The broader Huasteca region of which it 
forms a part became famous for its “gushers” and was at once a “huge 
source of wealth and environmental] destruction.” Its workers were 
central to the push for the 1938 expropriation of the former Shell and 
Standard Oil subsidiary companies—El Aguila and Huasteca. 

Building on article 27 of Mexico’s revolutionary 1917 constitution, the 
1938 oi] expropriation put into practice the national exploitation of sub- 
soil resources. Through worker mobilization, and spurring major conflicts 
with the U.S. and UK governments, this expropriation was finally 
accepted, as it served U.S. financial interests. It provided Mexico the 
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collateral to take out loans for industrial and infrastructural development. 
Not only did the expropriation express labor control over the means of 
production but, as Myrna Santiago demonstrates, it gave rise to an 
important conservationist sensibility—aiming to protect the resource for 
use by future generations of Mexicans." 

The Mexican expropriation marked a global turning point, the first 
case of a Southern oil exporter expelling multinational oil companies 
from its territory, over three decades prior to the creation of OPEC. But 
where OPEC would seek to control global prices of the commodity, 
Mexico’s expropriation expressed: what would become a key ‘tenet of 
Latin American import-substitution industrialization, the use of primary 
resources for national development rather than foreign exchange. 

As LNG terminals are a prime strategic investment for foreign 
industry, they are also a target for contemporary protests against the 
denationalization of the Mexican oil industry. Since the Salinas de Gortari 
presidency, portions of the Mexican national] oil company have been 
decentralized and in some cases privatized. These shifts occurred in a 
general economic climate that committed Mexican energy sources to 
rapid development, a condition of the U.S. financial bailout to the 
country following the 1994 peso crash that trailed the implementation of 
NAFTA and the Zapatista uprising. The marketization of LNG as “non- 
extractive” is in fact an important arena in the current debate concerning 
the creeping denationalization and privatization of the Mexican oil and 
gas sector—which has deepened in the aftermath of the highly 
contentious 2006 presidential elections taken by the conservative PAN in 
dubious circumstances. The Mexican Constitution continues to prohibit 
foreign or private firms from extraction and production of energy 
although not marketing. Thus the legality of LNG projects'in Mexico has 
been challenged by various national groups, including coalitions of 
professional staff and democratic workers associations of the Mexican 
national oi] company (Pemex), as a threat to energy sovereignty.” 

The movement of LNG from Nigeria to a terminal in Mexico provides 
us with a window on the socio-ecological crises of hydrocarbon 
consumption and the industry’s contradictory attempt to resolve these 
crises. In Nigeria, industry and government frames LNG as a solution to 
social and ecological ills more easily than in the North American context. 
The infrastriictural and social marginalization of the Delta region and the 
country as a whole makes its domestic energy sector unappealing for 
investors—despite a considerably underserved domestic market in natural 
gas, The violence that has become an indelible part of the Nigerian 
operating environment, attributable in part to the community affairs 
practices of the oil industry, is avoided while the outcry associated with 
the flaring of the region’s gas is discursively countered. Shipping the gas 
out of Nigeria and into Mexico is clearly a more lucrative option for an 
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industry that purports to address the curse associated with hydrocarbon 
dependency nationally and globally. 


LNG and its Discontents 


Yet, the shifting of LNG to terminals in North America, where it will 
be available for the North American market and distributed. under 
relatively stable conditions, has run into opposition. Over the last two 
years, a series of proposed LNG terminals in California and Baja 
California have been defeated due to sustained citizen protest—not a 
single terminal has-been approved in California. Recently LNG terminals 
have been cancelled near Long Island, New York, in Oxnard, California, 
and near Ensenada, Baja California, and deferred in Canada. Active 
opposition to proposed terminals in Maine has spurred a regional 
coalition that includes the Canadian province of New Brunswick.” In 
2008, the Clintons and Barack Obama acknowledged popular campaigns 
against planned LNG terminals in Oregon.!” Public opposition to the 
terminals has revolved around negative environmental impacts, the risk 
of accidents, and the threat of terrorist attacks on them. Mother Jones 
referred to them as “floating targets” in 2007.7° 

According to official U.S. sources, ten serious LNG accidents have 
occurred since the 1940s worldwide but with few fatalities. As such, 
Congress gave LNG land terminals a relatively safe rating in a 2003 
report. In 2005 a Washington state-based public interest. group took 
issue with the U.S. Federal Energy Regulatory Commission’s LNG safety 
approval. The report for the Pipeline Safety Trust counters that “for a 
variety of significant reasons, past operating records do not provide an 
appropriate perspective for the analysis of LNG risks. Overemphasis on 
past operations to predict future failures is a characteristic of poor risk 
management techniques, particularly for such complex systems.” 

While proponents of LNG portray it as “miethane that is colorless, 
odorless and non-toxic,” environmental groups marshal contrary data.” 
Not only does LNG include additional hydrocarbons like ethane, propane, 
and other contaminants, the receiving facilities bring together four major 
risks: high-energy density, huge inventories, unusual release dynamics ` 
associated with extreme cold (cryogenic temperatures), and very large 
impact zones of potential explosions.” Official U.S. regulatory discourse 
describes LNG as “non-explosive” in its liquid state, a trait that does 
not differentiate it from other flammable liquids. But critics point out 
that LNG varies since it is held at unnaturally cool temperatures. A 
major LNG spill in Cleveland in 1944 resulted in a fire that killed 128 
people. In its opposition to projects in Baja California, Greenpeace Mexico 
cited accidents at Staten Island in 1975 with a death toll of 45; a gas 
cloud in Boston in 1988, and an accident in Algeria—the second largest 
exporter of LNG globally—that killed 23. 
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Alongside socio-environmental risks, the West Coast coalition under 
the Ratepayers for Affordable Clean Energy (RACE) banner highlights 
how LNG projects largely serve to guarantee profits for crony energy 
companies. A former member of the California Public Utilities 
Commission called LNG development the “single | argest change in the 
state’s energy infrastructure” since the 1950s.** Were these projects to 
proceed, capital investment would tie the West Coast to gas rather than 
renewables, under the thumb of an energy sector already tarnished by 
price and supply manipulation during California’s 2000-01 energy crisis. 
Crucially, the role of the state regulators in pushing.through LNG at the 
behest of key industry actors is openly condemned by the RACE 
coalition. They point to a California Public Utilities Commission ruling 
allowing utilities “the right to not renew contracts for domestic natural 
gas so these utilities can enter into LNG supply contracts, in essence 
favoring LNG from abroad over supplies from the Western United States 
and Canada.” The correct policy choice, argues RACE, is the continued 
usage of domestic gas sources that are more easily monitored for 
environmental impacts, less costly, and less hazardous than LNG 
receiving terminals. Concurrently, the demand for natural gas should be 
reduced via implementation of California’s clean energy laws and policies. 
_ Though proposed LNG sources vary, many are typical extractive areas: 
economically and spatially isolated locations, communities socio- 
historically marginalized in racial/cultural and class terms, which may be 
ecologically rich but in which environmental regulations are relatively 
weak or minimally enforced. Among the early ecologically controversial 
LNG projects was a Royal Dutch Shell project on Russia’s Sakhalin Island 
marked as a threat to the Western Gray Whale. The Sakhalin II project 
prompted opposition in California from the organization Pacific 
Environment, which eventually spearheaded the establishment of the 
RACE coalition. 

In the case of North American LNG, marginality is similarly desirable 
for terminal sites, especially in the midst of the “terror-target” hype. 
Accordingly, this makes Mexico a relatively attractive terminal site. In 
addition to lower labor and construction costs, certain industrial 
practices are tolerated that would be prohibited on the other side of the 
border. For instance, in Mexico LNG terminals may employ sea-water to 
warm the gas to normal temperature. Greenpeace Mexico’s campaign 
against LNG terminals, launched in 2004, employed a discourse of 
resource sovereignty as well as ecology, merging environmental 
movements with nationalist branches of the energy sector.” 

To date, on the West Coast, only one LNG terminal has proceeded in 
the state of Baja California but not without a struggle. This is the 
Sempra facility that became functional in April 2008. Initiated by Shell 
Mexico, the company began to distance itself from the project in 2005, 
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following opposition from a coalition that included both a Tijuana 
housewives association and a San Diego surfer’s club.” Sempra then took 
it over, with Shell purchasing 50 percent of Sempra’s interests, but Shell's 
name is not publicly associated with the terminal. Another proposed 
LNG terminal nearby in Puerto Libertad, Sonora has received support 
from the Sonora state government. According to the U.S. Department of 
Energy the latter has signed an agreement for. a pipeline system to 
distribute the gas in both Mexico and the United States. 

In Baja California, as in California, opposition to terminals is 
buttressed by the relatively advantaged sectors «that oppose its 
development. On both sides of this border, these include tourism and 
rea] estate as well as the environmental movement which holds historical 
weight on the U.S. West Coast. In Baja California press attention was 
successfully harnessed, and a major Mexican television network produced 
a twenty-minute documentary critical of the LNG projects complete with 
ominous music. Following protest by a cross-border group of ecologists, 
NGOs, and fishing cooperatives, a proposed Chevron LNG terminal at 
the Islas Coronados, Baja California was cancelled in April 2007. The 
islands provide a habitat for a vulnerable marine bird, the Xantus, on 
which basis a case was taken to NAFTA’s Committee on Environmental 
Cooperation in 2005.” 

California and Baja California resistance differs quite markedly from 
that on the Gulf Coast. Nine of the ten existing North American LNG 
terminals are located in the Gulf region and the northeast. Five are sited 
in Texas and Louisiana, one in Georgia, and two in New England. 
Louisiana and Texas share a long history of petroleum industry presence 
reflected in the relative amenability of those sites to receiving 
terminals.” Of the ten, two are Mexican terminals: the aforementioned 
Sempra Costa Azul terminal between Ensenada and Tijuana and the one 
at Altamira, Tamaulipas. Tamaulipas shares the U.S. Gulf Coast’s long oil 
industry history, and its Huasteca region saw severe environmental! 
degradation through the first half of the twentieth century.” Over time 
the presence of the oil industry and a powerful national petroleum 
workers’ union-has tied generations of Mexico’s Gulf State inhabitants to 
hydrocarbon production. 

The Shell Tamaulipas LNG was initially to be supplied by Venezuela. 
But this project was cancelled in 2005, as Venezuela’s PDVSA (oil 
parastatal) took an increasingly sovereigntist stance regarding extraction, 
and removed both Shel] and Mistubishi from its Mariscal-Sucre LNG 
project. It was under these circumstances that Shell Mexico moved to . 
supply the plant from further afield—the Nigerian LNG project. The 
Nigerian-Mexican LNG relationship under the aegis of U.S. capital is 
. thus partly a response of North American capitalism to limits imposed 
by Venezuelan resistance to foreign capital and embrace of regional energy 
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sovereignty. 

In the face of such resource sovereignty movements in the Global 
South, the movement of LNG from Nigeria to a terminal in Mexico—for 
U.S. consumption—is an example of the industry’s attempt to resolve 
the crises associated with on-going hydrocarbon extraction. It also 
manifests the ongoing transfer of “natural capital” that has been central 
to the development of global capitalism.” In Mexico, LNG terminals face 
weaker environmental regulations and a (somewhat) less oppositional 
public than in the United States toward which the gas is ultimately 
destined. Yet the privatized nature of LNG development in Mexico is 
hotly debated, and figures prominently in struggles over the future of the 
Mexican energy sector and the national economy. As a global “band-aid” 
for fossi] capitalism, the costs and complications associated with LNG 
thus attract increasing public scrutiny and critique. 
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Contrary to widespread opinion, Marxism is not and never was intended to be 
a “positive science,” an assortment of statements about past and present facts, 
or a set of predictions about the shaping of future events. It was always an 
intellectual attitude, a way of thought, a philosophical position the 
fundamental principle of which is continuous, systematic, and comprehensive 
confrontation of reality with reason...For as large as were his [Marx’s] positive 
contributions to our understanding of capitalism, his paramount preoccupation 
was the critical appraisal of the capitalist order in the light of reason, that is to 
say in terms of its ability (or inability) to satisfy human needs, to provide for 
the growth and development of man. This involved in addition to a thorough 
study of the mode of functioning of the capitalist system, a critical scrutiny of 
dominant thought on capitalism with the purpose of establishing the extent to 
which it E: s or obscures the prevailing discrepancies between reality 
and reason. It is not accidental that d first (unpublished) version of Marx’s 
pnp work was titled “An Outline of a Critique of Political Economy,” that 
is first major economic publication was called “A Contribution to the Critique 
of Political Economy,” and that finally Capital carries a sub-title “Critique of 
Political Economy.” In fact, all of Marx’s and Engels’ voluminous writing—after 
the broad statement of principle in The Communist Manifesto—was essentially 
a vast critical effort, a many-sided confrontation of reality with reason, an 
indefatigable onslaught on the ideological activity which attempted, 
consciously or unconsciously, to hide the difference between the existing and a 
more rational society. 
—Paul A. Baran, “On the Nature of Marxism,” 
Monthly Review, November 1958. 
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Ecological Crises and the Agrarian 
Question in World-Historical 


Perspective 
JASON W. MOORE 


We are here to talk about the Agrarian Question, or rather, Agrarian 
Questions. The plural is important. We live in a modern world-system of 
unprecedented unevenness and complexity. This much, we all know. At 
the same time, it is no less important, I should add, to see this diversity 
from what Lukács once called the “point of view of totality.” The 
Agrarian Questions are not exclusive but rather mutually constitutive. 
However, they are not constitutive of each other in the fashion that has 
gained such widespread circulation these days within critical social 
science—that the local shapes the global no less than the other way 
around. Yes, local-regional transformations have always generated 
powerful contradictions that shaped in decisive ways the geography and 
timing of world accumulation and world power. The parts shape the 
whole. The whole shapes the parts. But never equally so. 

If it was not clear before, it became increasingly apparent over the 
course of 2008 that agriculture is one of the decisive battlegrounds of 
neoliberal globalization—I would say the decisive battleground. This 
latest effort to remake agriculture in the image of capital—this time, as 
a composite of agro-export platforms whose variance with the global 
factory can be found only in the former’s direct relation with the soil— 
has entered a phase of rapidly declining returns for capital as a whole. 
The worm has turned on the neoliberal agro-ecological project. We 
shouldn’t let the short-run profiteering around food or oil obscure this. 
Rising food costs—the highest in real prices since 1845, or so The 
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Economist reports (December 6, 2007)—mean that the systemwide costs 
of (re)producing the world’s working classes are going up, a situation 
that cannot be resolved (as it was in the long nineteenth century) by’ 
incorporating vast peasant reservoirs in the colonial world. Marx’s 
“latent” reserve army of labor has dwindled to a wisp of what it was a 
century ago, or even twenty-five years ago, on the eve of China’s 
breakneck industrialization: - | 

I do not mean to suggest that what we have come to call the 
neoliberal ecological regime will go away overnight. It won’t. But it 
seems clear that the agro-ecological regime which took shape out of the 
crises of the 1970s has exhausted itself. This in itself is not a novel 
phenomenon. We have, over the past six centuries of world capitalist 
development, witnessed a succession of world ecological regimes that 
have been crucial to the system’s periodic waves of social restructuring 
and geographical expansion. If large-scale industry has often captured the 
imagination of Marxists in the periodization of modern history, it is 
clear that industrial and agricultural revolutions have always been joined 
at the hip. The Manchester textile mills of the nineteenth century were 
unthinkable without the Barbados sugar mills of the seventeenth. The 


. great waves of world development have been shaped not only by the 


sociology of state power and class struggle, the organization of industrial 
production, and the emergence of new forms of business enterprise, but 
equally by epochal agro-ecological revolutions from which issued the 
vital expansion of agricultural and raw material surpluses. It was not for 
nothing that Ricardo, who was not alone in this respect, feared that 
rising food prices in early nineteenth-century England would throttle 
industrial development. The English-led Industrial Revolution and the 


emergence of British world power in the nineteenth century, were 


inconceivable without the global reorganization of world agriculture that 
would, quite literally, nourish the workers in the “workshop of the 
world.” As English workers ate bread and jam made from wheat grown 


-in the American Midwest and sugar harvested in the West Indies, it was 


not just they, but all the more so their enterprising employers, who fed 
off the fruits of capitals global conquests—conquests that made food 
cheap, albeit at the dear cost of deforestation, genocide, and soil 
exhaustion. But what is the analogous process for today’s workshop of 
the world? From where, we might ask, will China’s hundred million-plus 
industrial workers be fed? 

I am not at all sure that the old answers to this question apply. The 
sixteenth-century Dutch grew rich thanks to cheap grain from Poland’s 
Vistula; the nineteenth-century English had Ireland, the Caribbean, and 
the American Midwest. When the United States came to world power, 
they still had the Midwest, plus the American South now fully integrated 
after 1945, and California, and Latin America. The neoliberal agro-export 
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regime has fed off the light-speed appropriation of peasant holdings from 
Mexico to China. Decisive food surpluses had been won in all cases from 
untapped frontier zones, coupled (increasingly), with the productivity- 
maximizing genius of capitalism. And while biotechnology and biopiracy 
through the “new” enclosures have succeeded in greasing the wheels of 
world accumulation over the past two decades, they have done little to 
achieve what all previous agricultural revolutions had done: expand the 
surplus and drive down food prices. Yes, we can look at GMO soybeans 
in places such as Brazil and see that yields are higher, but the return of 
Brazil to the center of world agriculture—echoes of the seventeenth- 
century sugar boom—now promises only to. postpone the contraction, 
rather than drive the expansion, of the relative food surplus.* The Green 
Revolution had done this in the 1960s and 1970s, but it too was not 
simply a technological marvel. The Green Revolution depended on the 
same frontier processes that have underwritten accumulation from the 
sixteenth century——enclosure and the exploitation of nature as free gift. 
Taking the best lands and slurping water at unprecedented speed, the 
Green Revolution was a self-propelling and self-limiting enterprise, one 
that was largely exhausted by the early years of the 1980s. 

So, to repeat our question, where is the agricultural revolution—that 
audacious mix of technical innovation and (neo?)colonial plunder—that 
will feed today’s workshop of the world? The short answer is that there 
isn’t one. All great revivals of world accumulation—and I am not 
speaking of the financial expansions that always accompanied the demise 
of great world powers—have depended on this pairing of plunder and 
productivity. But today there is no space for plunder because all the 
spaces have been plundered. One can return to the old haunts, but it’s a 
little like robbing a gas station twice the same day. You'll get something 
the second time around, but it wort be much. 


1 


From this perspective, how do we begin to make sense of the Agrarian 
Question today, from the standpoint of the longue durée of world 
accumulation and its environmental history? My reading of the tea leaves 
today is that it is no mere happenstance that the place of agriculture in 
the trajectory of world development has moved into an increasingly 
central position, not only in terms of the political economy of what 
McMichael calls the “corporate food regime,” but also as a pivot of the 
greatest significance in the unfolding, intensifying, global ecological 
crisis.? For the question of agriculture in world accumulation was also 
central, in a distinct but still common manner, during the era of the rise 
of capitalism, following the protracted crises of European feudalism 
during the long fourteenth century (1290-1450)—crises which, we should 
observe, turned as much upon the political ecology as they did upon the 
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political economy of the feudal order. The difference is that the 
innovations of an emergent capitalism in the early centuries of capitalist 
development unfolded upon a world largely untouched by the violence of 
the commodity form. 

Let us begin with the obvious. The Agrarian Question is also the 
Question of Nature, and therefore it is also the Question of Ecological 
Crises in the modern world. The German socialist Karl Kautsky, at the 
close of the nineteenth century, observed that the questions of value, in 
Marx’s sense of the term, and what he called “material exploitation,” 
were, in fact, closely intertwined. While “the constantly mounting loss 
of nutrients” pouring out of the countryside “does not signify an 
exploitation of agriculture in terms of the law of the value,” Kautsky 
argued, “it does nevertheless lead to...material exploitation, to the 
impoverishment of the land.” Echoing Marx, Kautsky continued, 
“Technical progress in agriculture, far from making up for this loss, is, 
in essence, a method for improving the techniques of wringing the 
goodness out of the soil.” 

This movement is what John Bellamy Foster calls the “metabolic rift,” 
through which the town-country antagonism becomes a defining eco- 
geographical structure of capitalism.” The essence of the metabolic rift? 
Unsustainable food and resource exploitation, whereby the products of 
the countryside flow into the cities, themselves under no obligation to 
return the waste products to the point of production. Capitalism did not 
invent the metabolic rift. It simply revolutionized the magnitude of 
material exploitation by achieving a quantum leap forward in the scale 
and speed of environmental transformation, evident from the sixteenth 
century, in such decisive sectors as sugar, silver and metallurgy, timber 
and forest products. What took. feudal society centuries to achieve, 
capitalist Europe accomplished in mere decades. The ecological crises 
that materialized after the 1520s implied and indeed necessitated global 
expansion. To speak of sugar planting or silver mining or timber exports 
for this era is to refer to successive regional boomtowns, and thence to 
successive regional crises, the successive movement itself signifying the 
geographical expansion of the commodity system.° 

What Kautsky suggests, and Foster amplifies, is a more expansive 
geographical re-reading of the Agrarian Question, as we have come to 
think it over the long twentieth century. We have come to understand 
the Agrarian Question in three basic ways: (1) the penetration of 
capitalist relations into agriculture; (2) the contribution of agriculture to 
capitalist development as a whole; and (3) the role of agrarian classes of 
labor in the struggle for democracy and socialism.’ I believe there is a 
fourth basic way-—-the Agrarian Question as Ecological Question—whose 
world-historical import is profoundly intertwined with the others, but 
whose significance (up: to now) has been unevenly appreciated. These 
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four are not discrete moments; none can be explained without situating 
the others within, to borrow, Marx’s well-turned phrase, an “organic 
whole.” Kautsky’s critique of capitalist agriculture’s “material 
exploitation,” grounded in the unequal and exhausting material flows of 
a many-layered town-country antagonism (Foster’s metabolic rift), directs 
our attention to capitalism’s central ecological crisis tendency—namely, 
the endless accumulation of capital implies, indeed compels, the endless 
conquest of the earth. The first logic implies infinite expansion. The 
second reality asserts emphatic limits. 

It has been‘my argument that the origins of today’s global ‘ecological 
crisis are to be. found in the unusual responses of Europe’s ruling strata 
to the great crises of the long fourteenth century (c. 1290-1450). There 
are indeed striking parallels between the world-system today and the 
situation prevailing with a broadly feudal Europe at the dawn of the 
fourteenth century—the agricultural regime, once capable of remarkable 
productivity gains, entered stagnation; a growing layer of the population 
lived in cities; vast trading networks connected far-flung economic 
centers (and epidemiological flows between them); climate change had 
begun to strain an overextended aigro-demographic order; resource 
extraction (in silver and copper for instance) faced new technical 
challenges, fettering profitability. After some six centuries of sustained 
expansion, by the fourteenth century, it had become clear that feudal 
Europe had reached the limits of its development, for reasons that had 
to with its environment, its configuration of social power, and the 
relations between them. 

What followed was, either immediately or eventually, the rise of 
capitalism. Regardless of one’s specific interpretation, however, it is 
clear that the centuries after 1450 marked an era of fundamental 
environmental transformation. It was, to be sure, commodity-centered, 
and it was also extensive; it was an unstable and uneven and dynamic 
combination of seigneurial and capitalist and peasant economies—this 
was one of the sources of early capitalism’s dynamism. 

This ecological regime of early capitalism was, as all such regimes 
are, beset with contradictions. These came to the fore in the middle of 
the eighteenth century. Almost overnight, England shifted from its 
position as a leading grain exporter to a major grain importer. Yields in 
English agriculture stagnated. Inside the country, landlords compensated 
by agitating for enclosures, which accelerated beyond anything known in 
previous centuries; outside the country, Ireland’s subordination was 
intensified with an eye to agricultural exports. This was the era of crisis . 
for capitalism’s first ecological regime, one which had taken shape during 
the long sixteenth century. For “all the talk of early capitalism as 
“mercantile” (which it was), it was also extraordinarily productivist and 
dynamic, in ways that went far beyond buying cheap and selling dear— 
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early capitalism had created a vast agro-ecological system of 
unprecedented geographical breadth, stretching from the eastern Baltic to 
Portugal, from southern Norway to Brazil and the Caribbean. It had 
delivered an expansion of the agro-extractive surplus for centuries. It had 
been, in other words, an expression of capitalist advance—sometimes 
Smithian and sometimes not, most of the time combining market, class, 
and ecological transformations in a new (if dramatically uneven) 
crystallization of ecological power and process. 

By the middle of the eighteenth century, however, this world 


- ecological regime had become a victim of its.own success. Agricultural 
yields, not just in England but across Europe and extending even into 


the Andes and New Spain (1), faltered. It was an expression of world 
crisis. It was a contributor to world crisis. It was, in my view, a world 
ecological crisis—that is, not a crisis of the earth in an idealist sense, 
but a crisis of early modern capitalism’s organization of world nature, of 
capitalism not just as world-economy but also as world-ecology. For 
even many on the left have too long regarded capitalism as something 
that acts upon nature rather than through it.® This great world ecological 
crisis of the half-century (and some) after 1750, can be characterized as 
capitalism’s first developmental environmental crisis, quite distinct from 
the epochal ecological crises that characterized the transition from 
feudalism to capitalism. It was crisis resolved through two major, 
successive waves of global conquest—the creation of North America, and 
increasingly India, as a vast supplier of food and resources, and then, by 
the later nineteenth century, the great colonial (and semi-colonial) gulps 
of southeast Asia, Africa, and China. 


2 


The Industrial Revolution retains its hold on the popular imagination 
as the historical and geographical locus of today’s environmental crisis. 
It is a view that coexists, sometimes more easily than at others, with a 
profound faith in technological progress. From the story we have at 
hand, my sense is that it may be more useful to view the Industrial 
Revolution as the resolution of an earlier moment of modern ecological 
crisis, and as the detonator of another, more expansive and more 
intensive, reconstruction of global nature. The Industrial Revolution 
offered not merely a technical fix to the developmental crises that 
wracked early capitalism’s ecological regimes; within this revolution was 
inscribed a vast geographical fix to the underproduction of food and 
resources. In the same breath, these fixes were in time as limiting as 
they had once been liberating. In my view, such a re-reading of this 
grand signifier, “ecological crisis,” offers a more historical—and therefore 
more hopeful and democratic—means of thinking through the problem of 
ecological crisis in the modern world. While the technological marvels 
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of the past two centuries are routinely celebrated, it had become clear to 
Stanley Jevons as early as the 1860s that all advances in resource 
efficiency promised more (not less) aggregate resource consumption. This 
is how the modern world market functions, towards profligacy, not 
conservation. The technological marvels of the industrial era have rested 
on geographical expansion neither more nor less than they did. in the 
formative centuries of capitalist development. The pressure to enclose 
vast new areas of the planet, and to penetrate ever-deeper niches of 
social and ecological life, has continued unabated. (Witness the revival 
of interest in the so- -called “new” enclosures.) All of this has been 
reinforced, in the same manner, by a radical plunge into the depths of 
the earth, to extract coal, oil, water, and all manner of strategic 
resources. It is an ecological regime that has reached, or will soon reach 
its limits. Whatever the geological veracity of the “peak oil” argument, it 
is clear that the American-led ecological regime that promised—and for 
half a century delivered—cheap oil is now done for. (An issue that of 
course has to do-with much more than oil reserves alone.) 

It is from this standpoint that an accounting of earlier crises may 
help us discern the contours of the present global ecological crisis. At a 
minimum, it seems safe to say that historical capitalism’s preference for 
spatial fixes to its recurrent waves of crisis would seem to present a 
major problem in a world with very definite geographical limits. As long 
as fresh land and labor existed beyond the reach of capital (but still 
within capital’s reach), the system’s socio-ecological contradictions could 
be attenuated. With the possibilities for external colonization foreclosed 
by the twentieth century, capital has been compelled to pursue strategies 
of “internal” colonization, among which we might include the explosive 
srowth of genetically modified plants and animals since the 1970s; 
drilling ever-deeper and in ever more distant locales for oil and water; 
and perhaps most ominously, converting human bodies—especially those 
belonging to women, people of color, workers and farmers—into toxic 
waste dum mps for a wide range of eeremogee and otherwise lethal 
substances. 

These developments are new and not new at the same time, and this 
dialectic of continuity and rupture is precisely what so many observers of 
the present conjuncture have missed. There is of course no shortage of 
analysis when it comes to the proximate factors of contemporary 
environmental degradation—government policies, multinational 
corporations, international trade organizations and agreements, and so 
forth. But there has been insufficient care given over to the task of 
situating these factors systemically, much less historically. Which means 
that we are left with abstractions rather than concrete totalities, “as if. 


the task were the dialectical balancing of concepts, and not the grasping 
of real relations”? | 
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There is a certain urgency to all this. There is by now widespread 
agreement that the world economy has driven to the limits, and in some 
cases beyond, a whole range of ecological thresholds. The global 
ecological crisis is not impending. It is here. For those of us committed 
to coming to grips with this turning point in human affairs, we would 
do well to take to heart the chief methodological. insight of the historical 
perspective on globalization—namely that the most effective means of 
distinguishing the new from the old in the present conjuncture is to 
situate contemporary dynamics world-historically. Giovanni Arrighi’s 
three great methodological questions—What is cumulative? What is 
cyclical? What is new?—would seem to be of special relevance in this 
period, when the fate of human civilization hinges on our response to 
this age of catastrophe.” By locating today’s ecological transformations 
within long-run and large-scale patterns of recurrence and evolution in 
the modern world, we might begin to illuminate the distinctiveness of 
the impending ecological crunch. This means, as an initial step, situating 
ecological relations internal to the political economy of capitalism—not 
merely placing concepts of ecological transformation and governance 
alongside those of political economy, but reworking the fundamental 
categories of political economy from the standpoint of the Misfonicaly 
existing dialectic of nature and society. 

Once ecological relations of production are put into the mix, one of 
the chief things that come into view is the production of socio- -ecological 
regimes, on regional- and world-scales both. These initially liberate the 
accumulation of capital, only to generate self-limiting contradictions that 
culminate in renewed ecological “bottlenecks” to continued accumulation. 
Whereupon the cycle starts anew, and historically speaking this has 
entailed progressively more expansive and intensive relations between 
capital, labor, and external nature.'? This is not to say that the 
environmental history of capitalism is repetitive or universal in any rote 
fashion; rather, the system’s contradictions are resolved only through 
amplifying the underlying contradiction. It has been a spectacular form of 
temporal deferment. Although the point is certainly arguable, the moment 
of global expansion seems to have been central over the long run and it 
is not at all clear that capitalism can survive on the basis of the internal 
fix—pace David Harvey.” This historical approach would get us closer to 
a more useful formulation of “ecological crisis” and to the idea of 
multiple forms of ecological crisis in the modern world, past, present, 
and future. 


3 


If crises are by nature movements that unfold rather more than they 
are movements that can be (re)solved, my sense of the crucial question 
that confronts the world left taday is this: How we might respond to 
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the varied movements of the crisis in a way that refuses the temptations 
of abstract localism and abstract globalism alike, in favor of the “point 
of view of totality”? Totality is, of course, neither the world-scale nor the | 
composite of local and regional formations, but rather the multilayered 
richness of the whole, governed by emphatically non-”iron” laws of 
motion. As Engels wrote to Marx in 1873, “only in motion does a body 
reveal what it is.” The task before us is precisely to identify the “different 
forms and kinds” of motion of the unfolding global ecological crisis, 
which is this time around not merely implicated in the terminal crisis of 
capitalism, but also constitutes the gravest threat to human life we have 
yet encountered. 
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In the Notes from the Editors for the September issue of Monthly 
Review (written in late July) we asked why, with the United States | 
bailing out the financial sector of the economy to the tune of hundreds 
of billions of dollars, there was no public outrage. As we observed at 
that time, “In the end there seems to be no satisfactory explanation for 
lack of popular protest over a series of ad hoc grants showering 
hundreds of billions of dollars of public money on the masters of finance, 
collectively the richest group of capitalists on the planet. And that raises 
the question: Is this outrage present nonetheless, growing underground, 
unheard and unseen? Will it suddenly burst forth, like some:‘old mole, 
unforeseen and in ways unimagined?” The collapse of Lehman Brothers 
on September 15, the resulting freezing up of credit markets, U.S. 
Secretary of Treasury Henry Paulson’s emergency plan for a $700 billion 
bailout of financial firms, offering “cash for trash,” i.e., proposing to buy 
up the toxic waste of virtually worthless mortgage-backed securities at 
taxpayer expense—quickly answered our question. When the U.S. 
Treasury got into the act with its bailout proposal, requiring 
Congressional authorization (previously the Federal Reserve had led the 
way in bailouts, to the point that treasury securities had sunk to just 
over half of the Fed’s assets, as we explained in September), all hell 
finally broke loose. Suddenly, the public outrage that had been growing 
beneath the surface burst forth. The U.S. capitalist class was abruptly 
confronted with a major political as well as economic crisis. 

The visible anger of the population over the bailout plan did not stop 
the Treasury Department, the Congressional leadership, the president, 
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and the two presidential candidates—together with financial capital— 
from going ahead and patching together a dea] based largely on the 
original Paulson proposal. What was completely unexpected, however, 
was the revolt in the House of Representatives on September 29 with 133 
Republicans and 95 Democrats voting down the $700 billion bailout 
package, leading to the largest one-day point drop in U.S. stock market 
history. To be sure, the powers that be soon had their way, and a version 
of the Treasury Department proposal, with added elements designed to 
provide political cover for representatives who switched their votes, was 
soon passed. But the‘initial revolt in the House forever changed the 
nature of the worst financial crisis since the Great Depression, making it 
overtly political for the first time, and leaving a legacy of popular dissent. 
The politicization of the bailout issue and the increasingly desperate 
economic conditions guarantee that the longer-term consequences for 
U.S. capitalism will be immense. 

No one has a crystal ball to look into the future, and the nature of 
this crisis makes it impossible to predict what will happen next. But a 
few things seem obvious. First, the bailout to be carried out -by-the 
Treasury Department, though massive, will at best only stop an 
immediate meltdown. It will not bring the financial crisis to a close. The 
genie of financialization is out of the bottle and it is going to take time 
to get it back in again. The crisis of housing and mortgage lending has 
not in any way abated. The Federal Reserve and other agents of the 
federal government had already poured more than the $700 billion bailout 
package (including home mortgage rescues) into the financial system 
over the previous year in the form of loans, guarantees, swaps, giveaways, 
and takeovers (“A Tally of Federal Rescues,” New York Times, September 
28, 2008; “Treasury and Fed Looking at Options,” New York limes, 
September 29, 2008). Moving rapidly from a lender of last resort to an 
investor of last resort, thé federal government has enormously stretched 

its resources—already under strain due to the Iraq and Afghanistan wars. 
' Second, the rapid decline in U.S. economic hegemony is now obvious 
to the entire world and is likely to impair the willingness of foreign 
investors and governments to take dollars—necessary to finance the 
growing U.S. debt. International pressure is growing to prevent 
Washington from exporting its crisis abroad. Brazilian President Luiz 
Inácio Lula da Silva has demanded that Latin American, African, and 
Asian states not be made into “victims of the casino erected by the 
American economy” (“U.S. Crisis Deepens Divisions in S. America,” 
Washington Post, October 1, 2008). Indeed, U.S. imperialism is visibly 
weakening everywhere—despite $1 trillion of actual U.S. military 
expenditures in 2007 alone (see “The U.S. Imperial Triangle and Military 
Spending,” Monthly Review, October 2008). 
Third, the real problem is still not being addressed: the stagnation of 
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the U.S. (and advanced capitalist) economy. This is not so much an 
effect of financial crisis, as commonly supposed, as the cause of the vast 
growth of the financial superstructure in the first place—and why the 
bursting of the financial bubble is such an immense and currently 
insurmountable disaster (see “The Financialization of Capital and the 
Crisis,” MR, April 2008). The stagnation of production, symbolized by 
the recent $25 billion in federal loan guarantees to the big automakers, 
has received relatively little attention in the face of the astronomical 
financial crisis, but remains at the heart of the economic malaise. 

Finally, it is now sinking deep into the public consciousness in the 
United States that the most important question in the end is: Who will 
pay? The bailout deal skirted the issue by leaving it up to the next 
president to come up with a way to compensate the public for losses 
from the Treasury’s buying up of financial toxic waste. What this means 
is that the real political battle has only just begun. ) 

If these are the main dimensions of the problem, what should U.S. 
leftists do at this point? This is not an easy question to answer. It is not 
our job to fix their system. Nor in fact is it fixable. As Harry Magdoff 
and Paul Sweezy argued in 1988 in the aftermath of the 1987 stock 
market crisis, this is, judged from the longer-view, an Irreversible Crisis. 
There are therefore no visible solutions. Under these circumstances the 
emphasis should be on reducing inequality, strengthening the position of 
workers, providing decent jobs for people doing the work for which they 
are equipped, and guaranteeing such social essentials as: adequate health 
care, nutrition, housing, education, Social Security, retirement pensions, 
and environmental protection. Military spending should be cut drastically 
and used to fund needed social programs. A tax on securities trading 
and ideally a wealth tax should be imposed. Such things can only be 
achieved, however, if the population rises up and demands control over 
the political economy. Again, we should not pretend for a moment that 
any of this would repair what is wrong with the capitalist system. It 
would not. But some such set of measures is necessary to create a better 
life for the vast majority of the population, and as a step away from 
capitalism and toward a better socioeconomic alternative. 

Certainly, there is something to be said for the view of U.S. 
Representative Peter DeFazio (D-OR) when he wrote in response to the 
Paulson bailout (“Wall Street Bailout Won’t Help Main Street,” Eugene 
Register-Guard, September 29, 2008): “In President Franklin Roosevelt’s 
Works Progress Administration, we invested in building roads, bridges, 
hydroelectric dams and other public works projects to rebuild our 
nation’s broken economy.” DeFazio went on to argue that if a bailout 
plan was to be adopted it should be paid for by a securities transfer tax, 
such as actually existed in the United States from 1914 to 1966. Senator 
Bernie Sanders of Vermont has proposed a five year, 10 percent surtax on 
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individuals with incomes of more than $500,000 a year and of 
households with incomes of more than $1 million a year. None of this 
would solve the core contradictions of the system. But such actions 
would represent a start in the right direction. It is high time that in the 
relentless class war that has been waged by the capitalist class against 
the working class since the early 1970s, the U.S. populace at last begins 
to fight back en masse, insisting that their needs be met. In much of the 
rest of the world of course the continued existence of the U.S. 
dominated order of monopoly-finance capital, commonly identified as 
neoliberalism, is already—or soon will be—under challenge. 

These problems will be discussed more fully in the December Review 
of the Month and in a book by John Bellamy Foster and Fred Magdoff, 
The Great Financial Crisis: Causes and Consequences, to be published by 
Monthly Review Press in January. 

We need not remind MR readers that the present economic disaster 
is only part of a more general failure of the capitalist system, and that 
there are other equally. pressing reasons for revolt: most notably, the 
growing catastrophes of war and environmental destruction. What we 
are facing quite clearly is a new historical moment, in which a genuinely 
radical politics may once again be i the United States itself. 

— October 3, 2008. 
f A 

This number of Monthly Review is a second issue E on the 
environmental problem, following our July-August special issue, “Ecology: 
The Moment of Truth.” Like the previous one it is coedited by John 
Bellamy Foster, Brett Clark, and Richard York. Here the theme is: 
“Beyond Capitalist Ecology.” 


For the subscriber of Analytical Monthly Review 


# 


It has been come to our notice that many of our subscriber are 


not getting their copies regularly. 
We will be glad to send it again if information of non-delivery 
“comes to our notice within maximum three months 
‘We despatch the issues in the last week of each month as 
stipulated by the post office and if you do not get the issue by the 
end of the next month, please inform us as early as possible. 
We earnestly seek your co-operation in this matter. 
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the poorest among all the major States of the Country. A 1997 survey 
reveals more:than 78% of rural households in BPL category in Kandhamal 
district. The average weekly wages of ST agricultural labourers in 
_ Kandhamal was around Rs.104 in 1999-2000, and 52% of the population 
is tribal. But at the same time Kandhamal district produces turmeric of 
high quality that is marketed globally, and it has been estimated that 
half the population depends on turmeric cultivation. 

| The social and economic base of the conflict has been well set 
out by Walter Fernandes: 


The Kandha consider themselves indigenous to this district. They 
cultivated most land in the district till the British land laws 
changed their livelihood into State property. These laws recognized 
only individual land ownership and turned all community-owned 
land into State property..{Later] moneylenders entered the area 
and alienated some of their land from them. The Pano are the 
most important Dalit community in the district but the Kandha 
always considered themselves superior to them. However, the 
tribal-Dalit problem began only when the moneylenders. coming 
from outside the district and even from outside the State used the 
Pano as their agents. After independence the State encouraged 
growing of ginger and turmeric in the district but the producers 
got very little out of it. Merchants advanced them money and took 
away most of their produce. Initially the Dalits used to be the 
agents of the moneylenders. Later they began to lend money 
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Editorial 


We have not yet seen the start of an adequate discussion of the 
consequences for India of the global capitalist crisis. We cannot in these 
few pages correct that inadequacy, but perhaps can suggest some reasons 
why the discussion has been inadequate, and some lines along which the 
discussion might usefully develop. The decline of political economy as the 
central tool of analysis, above all in the mass media but'even among the 
left, is- most to blame. The “reform” of the last decades has seen a- 


_ deformation of economic discourse, with discussion frequently reduced to 


imbecilities about .the rise in aggregate “growth rates” and a hypnotic 
stunned fixation on the apparently inexorable rise in Sensex stock 
exchange index numbers. Those who were paid to beat the ideological 
drum in the business press have been left stranded and exposed by the 
events of the last months, their few pet arguments in ruins. Some of that 
rubble remains to be cleared away, if a useful discussion is to start. 

To restore a proper perspective we need to focus on growth rates, 
since they occupy what space has been given to date to discussion on the 
consequences of the world capitalist crisis. More than 70% of the total 
population of India is rural. In 1990-91 GDP composition by sector showed 
agriculture with around 32%, the industry sector with 27%, and the . 
services sector with 41%. In 2007-08 it is 17.8% from agriculture, 19.4 
from industry and 62.9% from service—which include construction, trade, 
hotels and restaurants, transport, storage and communications, finance, 
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But, you may ask, won’t the powers that be step into the breach 
again and abort the crisis before it gets a chance to run its course? 
Yes, certainly. That, by now, is standard operating procedure, and 
it cannot be excluded that it will succeed in the same ambiguous 
sense that it did after the 1987 stock market crash. If so, we will 
have the whole process to go through again on a more elevated 
and more precarious level. But sooner or later, next time or further 
down the road, it will not succeed...We will then be in a new 
situation as unprecedented as the conditions from which it will 
have emerged. 


—Harry Magdoff and Paul Sweezy (1988) ! 


“The first rule of central banking,” economist James K. Galbraith 
wrote recently, is that “when the ship starts to sink, central bankers 
must bail like hell.”? In response to a financial crisis of a magnitude not 

_ seen since the Great Depression, the Federal Reserve and other central 
banks, backed by their treasury departments, have been “bailing like 
hell” for more than a year. Beginning in July 2007 when the collapse of 
two Bear Stearns hedge funds that had speculated heavily in mortgage- 
backed securities signaled the onset of a major credit crunch, the Federal 
Reserve Board and the U.S. Treasury Department have pulled out all the 
stops as finance has imploded. They have flooded the financial sector 


John Bellamy Foster is editor of Monthly Review and professor of sociology at the 
University of Oregon. He is the author of Naked Imperialism (Monthly Review Press, 
2006), among numerous other works. Fred Magdolf is professor emeritus of plant 
and soil science at the University of Vermont in Burlington, adjunct professor of 

_ crops and soils at Cornell University, and a director of the Monthly Review 
Foundation. This article is the final chapter in John Bellamy Foster and Fred Magdoff, 
The Great Financial Crisis: Causes and Consequences (Monthly Review Press, 
January 2009). 
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with hundreds of billions of dollars and have promised to pour in 
trillions more if necessary—operating on a scale and with an array of 
tools that is unprecedented. 

In an act of high drama, Federa] Reserve Board Chairman Ben 
Bernanke and Secretary of the Treasury Henry Paulson appeared before 
Congress on the evening of September 18, 2008, during which the stunned 
lawmakers were told, in the words of Senator Christopher Dodd, “that 
we're literally days away from a complete meltdown of our financial 
system, with all the implications here at home and globally.” This was 
immediately followed by Paulson’s presentation of an emergency plan for 
a $700 billion bailout of the financial structure, in which government 
funds would be used to buy up virtually worthless mortgage-backed 
securities (referred to as “toxic waste”) held by financial institutions.’ 

The outburst of grassroots anger and dissent, following the Treasury 
secretary’s proposal, led to an unexpected revolt in the U.S. House of 
Representatives, which voted down the bailout plan. Nevertheless, within 
a few days Paulson’s original plan (with some additions intended to 
provide political cover for representatives changing their votes) made its 
way through Congress. However, once the bailout plan passed financial 
panic spread globally with stocks plummeting in every part of the 
world—as traders grasped the seriousness of the crisis. The Federal 
Reserve responded by literally deluging the economy with money, issuing 
a statement that it was ready to be the buyer of last resort for the entire 
commercial paper market (short-term debt issued by corporations), 
potentially to the tune of $1.3 trillion. 

Yet, despite the attempt to pour money into the system to effect the 
resumption of the most basic operations of credit, the economy found 
itself in liquidity trap territory, resulting in a hoarding of cash and a 
cessation of inter-bank loans as too risky for the banks compared to just 
holding money. A liquidity trap threatens when nominal interest rates 
fall close to zero. The. usual monetary tool of lowering interest rates 
loses its effectiveness because of the inability to push interest rates 
below zero. In this situation the economy is beset by a sharp increase in 
what Keynes called the “propensity to hoard” cash or cash-like assets 
such as Treasury securities. 

Fear for the future given what was happening in the Tennie crisis 
: meant that banks and other market participants sought the safety of 
cash, so whatever the Fed pumped in failed to stimulate lending. The 
drive to liquidity, partly reflected in purchases of Treasuries, pushed the 
interest rate on Treasuries own to a fraction of 1 percent, i.e., deeper 
into liquidity trap territory.* , 

Facing what Business Week called a “financial ice age,” as lending 
ceased, the financial authorities in the United States and Britain, 
followed by the G-7 powers as a whole, announced that they would buy 


2 ANALYTICAL MONTHLY REVIEW / DECEMBER 2008 


REVIEW OF THE MONTH 


ownership shares in the major banks, in order to inject capital directly, 
recapitalizing the banks—a kind of partial nationalization. Meanwhile, 
they expanded deposit insurance. In the United States the government 
offered to guarantee $1.5 trillion in new senior debt issued by banks. 
“All told,” as the New York Times stated on October 15, 2008, only a 
month after the Lehman Brothers collapse that set off the banking crisis, 
“the potential cost to the government of the latest bailout package comes 
to $2.25 trillion, triple the size of the original $700 billion rescue 
package, which centered on buying distressed assets from banks.” But 
only a few days later the same paper ratcheted up its estimates of the 
potential costs of the bailouts overall, declaring: “In theory, the funds 
committed for everything from the bailouts of Fannie Mae and Freddie 
Mac and those of Wall Street firm Bear Stearns and the insurer American 
International Group, to the financial rescue package approved by 
Congress, to providing guarantees to backstop selected financial markets 
[such as commercial paper] is a very big number indeed: an estimated 
$5.1 trillion.” 

Despite all of this, the financial implosion has continued to widen 
and deepen, while sharp contractions in the “real economy” are 
everywhere to be seen. The major U.S. automakers are experiencing 
“serious economic shortfalls, even after Washington agreed in September 
2008 to provide the industry with $25 billion in low interest loans. 
Single-family home construction has fallen to a twenty-six-year low. 
Consumption is expected to experience record declines. Jobs are rapidly 
vanishing.’ Given the severity of the financial and economic shock, there 
are now widespread fears among those at the center of corporate power 
that the financial implosion, even if stabilized enough to permit the 
orderly unwinding and settlement of the multiple insolvencies, will lead 

~ to'a deep and lasting stagnation, such as hit Japan in the 1990s, or even 
a new Great Depression.® 

The financial crisis, as the above suggests, was initially understood 
as a lack of money or liquidity (the degree to which assets can be traded 
quickly and readily converted into cash with relatively stable prices). The 
idea was that this liquidity problem could be solved by pouring more 
money into financial markets and by lowering interest rates. However, 
there are a lot of dollars out in the financial world—more now than 
before—the problem is that those who own the dollars are not willing to 
lend them to those who may not be able to pay them back, and that’s 
just about everyone who needs the dollars these days. This then is better 
seen as a solvency crisis in which the balance sheet capital of the U.S. 

~and UK financial institutions—and many others in their sphere of 
influence—has been wiped out by the declining value of the loans (and 
securitized loans) they own, their assets. 

As an accounting matter, most major U.S. banks by mid-October 
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were insolvent, resulting in a rash of fire-sale mergers, including 
JPMorgan Chase’s purchase of Washington Mutual and Bear Stearns, 
Bank of America’s absorption of Countrywide and Merrill Lynch, and 
Wells Fargo’s acquiring of Wachovia. All of this is creating a more 
monopolistic banking sector with government support.’ The direct 
injection of government capital into the banks in the form of the purchase 
of shares, together with bank ‘consolidations, will at most buy the 
necessary time in which the vast mass of questionable loans can be 
liquidated in orderly fashion, restoring solvency but at a far lower rate of 
economic activity—that of a serious recession or depression. 

In this worsening crisis, no sooner is one hole patched than a number 
of others appear. The full extent of the loss in value of securitized 
mortgage, consumer and corporate debts, and the various instruments 
that attempted to combine such debts with forms of insurance against 
their default (such as the “synthetic collateralized debt obligations,” 
which have credit-debt swaps “packaged in” with the CDOs), is still 
unknown. Key categories of such financial instruments have been revalued 
recently down to 10 to 20 percent in the course of the Lehman Brothers 
bankruptcy and the take-over of Merrill Lynch.'!° As sharp cuts in the 
value of such assets are applied across the board, the equity base of 
financial institutions vanishes along with trust in their solvency. Hence, 
banks are now doing what John Maynard Keynes said they would in such 
circumstances: hoarding cash. Underlying all of this is the deteriorating 
economic condition of households at the base of the economy, impaired 
by decades of frozen real wages and growing consumer debt. 


‘It’ and the Lender of Last Resort 


-To understand the full historical significance of these developments it 
is necessary to look at what is known as the “lender of last resort” - 
function of the U.S. and other capitalist governments. This has now. 
taken the form of offering liquidity to the financial system in a crisis, 
followed by directly injecting capital into such institutions and finally, if 
needed, outright nationalizations. It is this commitment by the state to 
be the lender of last resort that over the years has ultimately imparted 
confidence in the system—despite the fact that the financial 
superstructure of the capitalist economy has far outgrown its base in 
what economists call the “real” economy of goods and services. Nothing 
therefore is more frightening to capital than the appearance of the Federal 
Reserve and other central banks doing everything they can to bail out the 
system and failing to prevent it from sinking further—something 
previously viewed as unthinkable. Although the Federal Reserve and the 
U.S. Treasury have been intervening massively, the full dimensions of the - 
crisis still seem to elude them. 

Some have called this a “Minsky moment.” In 1982, economist Hyman 
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Minsky, famous for his financial instability hypothesis, asked the critical 
question: “Can ‘It—a Great Depression—happen again?” There were, as 
he pointed out, no easy answers to this question. For Minsky the key 
issue was whether a financial meltdown could overwhelm a real economy 
already in trouble—as in the Great Depression. The inherently unstable 
financial system had grown in scale over the decades, but so had 
government and its capacity to serve as a lender of last resort. “The 
processes which make for financial instability,” Minsky observed, “are an 
inescapable part of any decentralized capitalist economy—i.e., capitalism 
is inherently flawed—but financial instability need not lead to a great 
depression; ‘It? need not happen” (italics added).” 

Implicit, in this, however, was the view that “It” could still happen 
. again—if only because the possibility of financial explosion and growing 
instability could conceivably outgrow the government’s capacity to 
respond—or to respond quickly and decisively enough. Theoretically, the 
capitalist state, particularly that of the United States, which controls 
what amounts to a surrogate world currency, has the capacity to avert 
such a dangerous crisis. The chief worry is a massive “debt-deflation” (a 
phenomenon explained by economist Irving Fisher during the Great 
Depression) as exhibited not only by the experience of the 1930s but also 
Japan in the 1990s. In this situation, as Fisher wrote in 1933, “deflation 
caused by the debt reacts on the debt. Each dollar of debt still unpaid 
becomes a bigger dollar, and if the over-indebtedness with which we 
started was great enough, the liquidation of debt cannot keep up with 
the fall of prices which it causes.” Put differently, prices fall as debtors 
sell assets to pay their debts, and as prices fall the remaining debts 
must be repaid in dollars more valuable than the ones borrowed, causing 
more defaults, leading to yet lower prices, and thus a deflationary 
spiral.” 

The economy is still not in this dire situation, but the specter 
looms.As Paul Asworth, chief U.S. economist at Capital Economics, 
stated in mid-October 2008, “With the unemployment rate rising rapidly 
and capital markets in turmoil, pretty much everything points toward 
deflation. The only thing you can hope is that the prompt action from 
policy makers can maybe head this off first.” “The rich world’s 
economies,” the Economist magazine warned in early October, “are 
already suffering from a mild case of this ‘debt-deflation.? The 
combination of falling house prices and credit contraction is forcing 
debtors to cut spending and sell assets, which in turn pushes house 
prices and other asset markets down further....A general fall in consumer 
prices would make matters even worse.” 

The very thought of such events recurring in the U.S. economy today 
was supposed to be blocked by the lender of last resort function, based 
on the view that the problem was primarily monetary and could always 
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be solved by monetary means by flooding the economy with liquidity at 
the least hint of danger. Thus Federal Reserve Board Chairman Ben 
Bernanke gave a talk in 2002 (as a Federal Reserve governor) significantly 
entitled “Deflation: Making Sure ‘It Doesn’t Happen Here.” In it he 
contended that there were ample ways of ensuring that “It” would not 
happen today, despite increasing financial instability: 


The U.S. government has a technology, called a printing press (or, 
today, its electronic equivalent) that allows it to produce as many 
U.S. dollars as it wishes at essentially no cost. By increasing the 
number of U.S. dollars in circulation, or even by credibly 
threatening to do so, the U.S. government can also reduce the 
value of a dollar in terms of goods and services, which is 
equivalent to raising the prices in dollars of those goods and 
services. We conclude that, under a paper-money system, a 
determined government can always generate higher spending and 
hence positive inflation. 


Of course, the U.S. government is not going to print money and 
distribute it willy-nilly (although as we will see later, there are 
practical policies that approximate this behavior). Normally, money 
is „injected into the economy through asset purchases by the 
Federal Reserve. To stimulate aggregate spending when short-term 
interest rates have reached zero, the Fed must expand the scale of 
its asset purchases or, possibly, expand the menu of assets ‘that it 
buys. Alternatively, the Fed, could find other ways of injecting 
money into the system—for example, by making low-interest-rate 
loans to banks or cooperating with fiscal authorities.» 


In the same talk, Bernanke suggested that “a money-financed tax cut,” 
aimed at avoiding deflation in such circumstances, was “essentially 
equivalent to Milton Friedman’s famous ‘helicopter drop’ of money”—a 
stance that earned him the nickname “Helicopter Ben.””® 

An academic economist, who made his reputation through studies of 
the Great Depression, Bernanke was a product of the view propounded 
most influentially by Milton Friedman and Anna Schwartz in their famous 
work, A Monetary History of the United States, 1867-1960, that the 
source of the Great Depression was monetary and could have been 
combated almost exclusively in monetary terms. The failure to open the 
monetary floodgates at the outset, according to Friedman and Schwartz, 
was the principal reason that the economic downturn was so severe.” 
Bernanke strongly opposed earlier conceptions of the Depression that saw 
it as based in the structural weaknesses of the “real” economy and the 
underlying accumulation process. Speaking on the seventy-fifth 
anniversary of the 1929 stock market crash, he stated: 


6 i ) ANALYTICAL MONTHLY REVIEW / DECEMBER 2008 


REVIEW OF THE MONTH 


During the Depression itself, and in several decades following, 
most economists argued that monetary factors were not an 
important cause of the Depression. For example, many observers 
pointed to the fact that nominal interest rates were close to zero 
during much of the Depression, concluding that monetary policy 
had been about as easy as possible yet had produced no tangible 
benefit to the economy. The attempt to use monetary policy to 
extricate an economy from a deep depression was often compared 
to “pushing on a string.” 


During the first decades after the Depression, most economists 
looked to developments on the real side of the economy for 
explanations, rather than to monetary factors. Some argued, for 
example, that overinvestment and overbuilding had taken place 
during the ebullient 1920s, leading to a crash when the returns on 
those investments proved to be less than expected. Another once- 
popular theory was that a chronic problem of “under- 
consumption”’—the inability of households to purchase enough 
goods and services to utilize the ecgnomy’s productive capacity— 
had precipitated the slump.® 


Bernanke’s answer to all of this was strongly to reassert that 
monetary factors virtually alone precipitated (and explained) the Great 
Depression, and were the key, indeed almost the sole, means of fighting 
debt-deflation. The trends in the real economy, such as the emergence of 
excess capacity in industry, need hardly be addressed at all. At most it 
was a deflationary threat to be countered by reflation.’? Nor, as he 
argued elsewhere, was it necessary to explore Minsky’s contention that 

_the financial system of the capitalist economy was inherently unstable, 
since this analysis depended on the economic irrationality associated 
with speculative manias, and thus departed from the formal “rational 
economic behavior” model of neoclassical economics.*? Bernanke 
concluded a talk commemorating Friedman’s ninetieth birthday in 2002 
with the words: “I would like to say to Milton and Anna: Regarding the 
Great Depression. Youre right, we did it. We’re very sorry. But thanks to 
you, we won't do it again.””! “It” of course was the Great Depression. 

Following the 2000 stock market crash a debate arose in central bank 
circles about whether “preemptive attacks” should be made against future 
asset bubbles to prevent such economic catastrophes. Bernanke, 
representing the reigning economic orthodoxy, led the way in arguing 

that this should not be attempted, since it was difficult to know whether 

“a bubble was actually a bubble (that is, whether financial expansion was 
justified by economic fundamentals or new business models or not). In 
addition, to prick a bubble was to invite disaster, as in the attempts by 
the Federal Reserve Board to do this in the late 1920s, leading (according 
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to the monetarist interpretation) to the bank failures and the Great 
Depression. He concluded: “monetary policy cannot be directed finely 
enough to guide asset prices without risking severe collateral damage to 
the economy....Although eliminating volatility from the economy and the 
financial markets will never be possible, we should be able to moderate 
it without sacrificing the enormous strengths of our free-market system.” 
In short, Bernanke argued, no doubt with some justification given the 
nature of the system, that the best the Federal Reserve Board could do 
in face of a major bubble was to restrict itself primarily to its lender of 
last resort function.” 

At the very peak of the housing bubble, Bernanke, then chairman of 
Bush’s Council of Economic Advisors, declared with eyes wide shut: 
“House prices have risen by nearly 25 percent over the past two years. 
Although speculative activity has increased in some areas, at a national 
leve] these price increases largely reflect strong economic fundamentals, 
including robust growth in jobs and incomes, low mortgage rates, steady 
rates of household formation, and factors that limit the expansion of 
housing supply in some areas.”” Ironically, it was these views that led to 
the appointment of Bernanke as Federal Reserve Board chairman 
(replacing Alan Greenspan) in early 2006. 

The housing bubble began to deflate in early 2006 at the same time 
that the Fed was raising interest rates in an attempt to contain inflation. 
The result was a collapse of the housing sector and mortgage-backed 
securities. Confronted with a major financial crisis beginning in 2007, 
Bernanke as Fed chairman put the printing press into full operation, 
flooding the nation and the world with dollars, and soon found to-his 
dismay that he had been “pushing on a string.” No amount of liquidity 
infusions were able to overcome the insolvency in which financial — 
institutions were mired. Unable to make good on their current financial 
claims—were they compelled to do so—banks refused to renew loans as 
they came due and hoarded available cash rather than lending and 
leveraging the system back up. The financial crisis soon became so , 
universal that the risks of lending money skyrocketed, given that many 
previously creditworthy borrowers were now quite possibly on the verge 
of insolvency. In a liquidity trap, as Keynes taught, running the printing 
presses simply adds to the hoarding of money but not to new loans and 
spending. 

However, the real root of the financial bust, we shall see, went much 
deeper: the stagnation of production and investment. 


From Financial Explosion to Financial Implosion | = 


Our argument in a nutshell is that both the financial explosion in 
recent decades and the financial implosion now taking place are to be 
explained mainly in reference to stagnation tendencies within the 
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underlying economy. A number of other explanations for the current 
crisis (most of them focusing on the proximate causes) have been given 
by economists and media pundits. These include the lessening of 
regulations on the financial system; the very low interest rates introduced 
by the Fed to counter the effects of the 2000 crash of the “New Economy” 
stock bubble, leading to the housing bubble; and the selling of large 
amounts of “sub-prime” mortgages to many people that could not afford 
to purchase a house and/or did not fully understand the terms of the 
mortgages. 

Much attention has rightly been paid to the techniques whereby 
mortgages were packaged together and then “sliced and diced” and sold 
to institutional investors around the world. Outright fraud may also have 
been involved in some of the financial shenanigans. The falling home 
values following the bursting of the housing bubble and the inability of 
many sub-prime mortgage holders to continue to make their monthly 
payments, together with the resulting foreclosures, was certainly the 
straw that broke the camel’s back, leading to this catastrophic system 
failure. And few would doubt today that it was all made worse by the 
deregulation fervor avidly promoted by the financial firms, which left 
them with fewer defenses when things went wrong. 


Table 1. Domestic debt* and GDP (trillions of dollars) 
Debt by sector 


GDP Total Household Financial Non- Government 
debt firms financial (local, state, 
business & federal) 

1970 1.0 1.5 0.5 0.1 0.5 0.4 
1980 27 4.5 14 0.6 1.5 1.1 
1990 5.8 13.5 3.6 2.6 3.7 3.5 
2000 9.8 26.3 7.0 8.1 6.6 4.6 
2007 13.8 47.7 13.8 16.0 10.6 7.3 


* The federal part of local, state, and federal debt includes only that portion held by 


the public. The total debt in 2007 when the federal debt held by federal agencies is 
added is $51.5 trillion. C 

Sources: Flow of Funds Accounts of the United States, Table L.l Credit Market Debt 
Outstanding, Federal Reserve and Table B-l, Gross domestic product, 1959-2007, 
Economic Report of the President, 2008. 


Nevertheless, the root problem went much deeper, and was'to be 
found in a real economy experiencing slower growth, giving rise to 
financial explosion as capital sought to “leverage” its way out of the 
problem by expanding debt and gaining speculative profits. The extent to 
which debt has shot up in relation to GDP over the last four decades can 
be seen in table 1. As these figures suggest, the most remarkable feature 
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in the development of capitalism during this period has been the 
ballooning of debt. 

This phenomenon is further illustrated in chart 1 showing the 
skyrocketing of private debt relative to national income from the 1960s 
to the present. Financial sector debt as a percentage of GDP first lifted 
off the ground in the 1960s and 1970s, accelerated beginning in the 
1980s, and rocketed up after the mid 1990s. Household debt ‘as a 
percentage of GDP rose strongly beginning in the 1980s and then 
increased even faster in the late 1990s. Nonfinancial business debt in 
relation to national income also climbed over the period, if less 
spectacularly. The overall effect has been a massive increase in private 
debt relative to national income. The problem is further compounded if 
government debt (local, state, and federal) is added in. When all sectors 
are included, the total debt as a percentage of GDP rose from 151 percent 
in 1959 to an astronomical 373 percent in 2007! 


Chart 1. Private debt as percentage of GDP 
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This rise in the cumulative debt load as a percentage of GDP greatly 
stimulated the economy, particularly in the financial sector, feeding 
enormous financial profits and marking the growing financialization of 
capitalism (the shift in gravity from production to finance within the 
economy as a whole). The profit picture, associated with this accelerating 
financialization, is shown in chart 2, which provides a time series index 
(1970 = 100) of U.S. financial versus nonfinancial profits and the GDP. 
Beginning in 1970, financial and nonfinancial profits tended to increase at 
the same rate as the GDP. However, in the late 1990s, finance seemed to 
take on a life of its own with the profits of U.S. financial corporations 
(and to a lesser extent nonfinancial corporate profits too) heading off 
into the stratosphere, seemingly unrelated to growth of national income, 
which was relatively stagnant. Corporations playing in what had become 
_ a giant casino took on more and more leveraging—that is, they often bet 
thirty or more borrowed dollars for every dollar of their own that was 


Chart 2. Growth of financial and nonfinancial profits 
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used. This helps to explain the extraordinarily high profits they were 
able to earn as long as their bets were successful. The growth of finance 
was of course not restricted simply to the United States but was a 
global phenomenon with speculative claims to wealth far overshadowing 
global production, and the same essential contradiction cutting across 
the entire advanced capitalist world and “emerging” economies. 

Already by the late 1980s the seriousness of the situation was 
becoming clear to those not wedded to established ways of thinking. 
Looking at this condition in 1988 on the anniversary of the 1987 stock 
market crash, Monthly Review editors Harry Magdoff and Paul Sweezy, 
contended that sooner or later—no one could predict when or exactly 
how—a major crisis of the financial system that overpowered the lender 
of last resort function was likely to occur. This was simply because the 
whole precarious financia] superstructure would have by then grown to 
such a scale that the means of governmental authorities, though massive, 
would no longer be sufficient to keep back the avalanche, especially if 
they failed to act quickly and decisively enough. As they put it, the next 
time around it was quite possible that the rescue effort would “succeed 
in the same ambiguous sense that it did after the 1987 stock market 
crash. If so, we will have the whole process to go through again on a 
more elevated and precarious level. But sooner or later, next time or 
further down the road, it will not succeed,” generating a severe crisis of 
the economy. 

As an example of a financial avalanche waiting to happen, they pointed 
to the “high flying Tokyo stock market,” as a possible prelude to a major 
financial implosion and a deep stagnation to follow—a reality that was 
to materialize soon after, resulting in Japan’s financial crisis and “Great 
Stagnation” of the 1990s. Asset values (both in the stock market and real 
estate) fell by an amount equivalent to more than two years of GDP. As 
interest rates zeroed-out and debt-deflation took over, Japan was stuck 
in a classic liquidity trap with no ready way of restarting an economy 
already deeply mired in overcapacity in the productive economy.” 

“In today’s world ruled by finance,” Magdoff and Sweezy had written 
in 1987 in the immediate aftermath of the U.S. stock market crash: 


the underlying growth of surplus value falls increasingly short of 
the rate of accumulation of money capital. In the absence of a base 
in surplus value, the money capital amassed becomes more and 
more nominal, indeed fictitious. It comes from the sale and 
purchase of paper assets, and is based on the assumption that 
asset values will be continuously inflated. What we have, in other 
words, is ongoing speculation grounded in the belief that, despite 
fluctuations in price, asset values will forever go only one way— 
upward! Against this background, the October [1987] stock market 
crash assumes a far-reaching significance. By demonstrating the 
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fallacy of an unending upward movement in asset values, it exposes 
the irrational kernel of today’s economy.” 


These contradictions, associated with speculative bubbles, have of 
course to some extent been endemic to capitalism throughout its history. 
However, in the post-Second World War era, as Magdoff and Sweezy, in 
line with Minsky, argued, the debt overhang became larger and larger, 
pointing to the growth of a problem that was cumulative and increasingly 
dangerous. In The End of Prosperity Magdoff and Sweezy wrote: “In the 
absence of a severe depression during which debts are forcefully wiped 
out or drastically reduced, government rescue measures to prevent 
collapse of the financial system merely lay the groundwork for stil] more 
layers of debt and additional strains during the next economic advance.” 
_As Minsky put it, “Without a crisis and a debt-deflation process to 
offset beliefs in the success of speculative ventures, both an upward bias 
to prices and ever-higher financial layering are induced.” 

To the extent that mainstream economists and business analysts 
themselves were momentarily drawn to such inconvenient questions, they 
were quickly cast aside. Although the spectacular growth of finance 
could not help but create jitters from time to time—for example, Alan 
Greenspan’s famous reference to “irrational exuberance”—-the prevailing 
assumption, promoted by Greenspan himself, was that the growth of 
debt and speculation represented a new era of financial market 
innovation, i.e., a sustainable structural change in the business model 
associated with revolutionary new risk management techniques. 
Greenspan was so enamored of the “New Economy” made possible by 
financialization that he noted in 2004: “Not only have individual financial 
institutions become less vulnerable to shocks from underlying risk 
factors, but also the financial system as a whole has become more 
resilient.” 

It was only with the onset of the financial crisis in 2007 and its 
persistence into 2008, that we find financial analysts in surprising places 
openly taking on the contrary view. Thus as Manas Chakravarty, an 
economic columnist for India’s investor Web site, Livemint.com 
(partnered with the Wall Street Journal), observed on September 17, 
2008, in the context of the Wall Street meltdown, 


American economist Paul Sweezy pointed out long ago that 
stagnation and enormous financial speculation emerged as 
symbiotic aspects of the same deep-seated, irreversible economic 
impasse. He said the stagnation of the underlying economy meant 
that business was increasingly dependent on the growth of finance 
to preserve and enlarge its money capital and that the financial 
superstructure of the economy could not expand entirely 
independently of its base in the underlying productive economy. 


ANALYTICAL MONTHLY REVIEW / DECEMBER 2008 13 


JOHN BELLAMY FOSTER & FRED MAGDOFF 


With remarkable prescience, Sweezy said the bursting of 
speculative bubbles would, therefore, be a recurring and growing 
problem.”8 


Of course, Paul Baran and Sweezy in Monopoly Capital, and later on 
Magdoff and Sweezy in Monthly Review, had pointed to other forms of 
absorption of surplus such as government spending (particularly military 
spending), the sales effort, the stimulus provided by new innovations, 
etc.” But all of these, although important, had proven insufficient to 
maintain the economy at anything like full employment, and by the 1970s 
the system was mired in deepening stagnation (or stagflation). It was 
financialization—and the growth of debt that it actively promoted—which 
was to emerge as the quantitatively most important stimulus to demand. 
But it pointed unavoidably to a day of financial reckoning and cascading _ 
defaults. 

Indeed, some mainstream analysts, under the pressure of events, were 
forced to acknowledge by summer 2008 that a massive devaluation of the 
system might prove inevitable. Jim Reid, the Deutsche Bank’s head of 
credit research, examining the kind of relationship between financial 
profits and GDP exhibited in chart 2, issued an analysis called “A 
Trillion-Dollar Mean Reversion?,” in which he argued that: 


U.S. financial profits have deviated from the mean over the past 
decade on a cumulative basis....The U.S. Financial sector has made 
around 1.2 Trillion ($1,200bn) of ‘excess’ profits in the last decade 
relative to nominal GDP....So mean reversion [the theory that 
returns in financial markets over time “revert” to a long-term 
mean projection, or trend-line] would suggest that $1.2 trillion of 
profits need to be wiped out before the U.S. financial sector can 
be cleansed of the excesses of the last decade....Given 
that...Bloomberg reports that $184bn has been written down by 
U.S. financials so far in this crisis, if one believes that the size of 
the financial sector should shrink to levels seen a decade ago then 
one could come to the conclusion that there is another trillion 
dollars of value destruction to go in the sector before we’re back 
to the long-run trend in financial profits. A scary thought and one 
that if correct will lead to a long period of constant intervention 
by the authorities in an attempt to arrest this potential 
destruction. Finding the appropriate size of the financial sector in 
the “new world” will be key to how much profit destruction there 
needs to be in the sector going forward. 


The idea of a mean reversion of financial profits to their long-term + 
trend-line in the economy as a whole was merely meant to be suggestive 
of the extent of the impending change, since Reid accepted the 
possibility that structural “real world” reasons exist to explain the 
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relative weight of finance—though none he was yet ready to accept. As 
he acknowledged, “calculating the ‘natural’ appropriate size for the 
financial sector relative to the rest of the economy is a phenomenally 
difficult conundrum.” Indeed, it was to be doubted that a “natural” level 
actually existed. But the point that a massive “profit destruction” was 
likely to occur before the system could get going again and that this 
explained the “long period of constant intervention by the authorities in 
an attempt to arrest this potential destruction,” highlighted the fact that 
the crisis was far more severe than then widely supposed-—something 
that became apparent soon after.” 

' What such thinking suggested, in line with what Magdoff and Sweezy 
had argued in the closing decades of the twentieth century, was that the 
autonomy of finance from the underlying economy, associated with the 
financialization process, was more relative than absolute, and that 
ultimately a major economic downturn—more than the mere bursting of 
one bubble and the inflating of another—was necessary. This was likely 
to be more devastating the longer the system put it off. In the meantime, 
as Magdoff and Sweezy had pointed out, financialization might go on for 
quite a while. And indeed there was no other answer for the system. 


Back to the Real Economy: The Stagnation Problem 


Paul Baran, Paul Sweezy, and Harry Magdoff argued indefatigably from 
the 1960s to the 1990s (most notably in Monopoly Capital). that 
stagnation was the normal state of the monopoly-capitalist economy, 
barring special historical factors. The prosperity that characterized the 
economy in the 1950s and ’60s, they insisted, was attributable to such 
temporary historical factors as: (1) the buildup of consumer savings 
during the war; (2) a second great wave of automobilization in the 
United States (including the expansion of the glass, steel, and rubber 
industries, the construction of the interstate highway system, and the 
development of suburbia); (3) the rebuilding of the European and the 
Japanese economies devastated by the war; (4) the Cold War arms race 
(and two regional wars in Asia); (5) the growth of the sales effort 
marked by the rise of Madison Avenue; (6) the expansion of FIRE 
(finance, insurance, and real estate); and (7) the preeminence of the 
dollar as the hegemonic currency. Once the extraordinary stimulus from 
these factors waned, the economy began to subside back into stagnation: 
slow growth and rising excess capacity and ‘unemployment/ 
underemployment. In the end, it was military spending and the explosion 
of debt and speculation that constituted the main stimuli keeping the 
economy out of the doldrums. These were not sufficient, however, to 
prevent the reappearance of stagnation tendencies altogether, and the 
problem got worse with time.” 

The reality of creeping stagnation can be seen in table 2, which shows 
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the real growth rates of the economy decade by decade over the last 
eight decades. The low growth rate in the 1930s reflected the deep 
stagnation of the Great Depression. This was followed by the 
extraordinary rise of the U.S. economy in the 1940s under the impact of 
the Second World War. During the years 1950-69, now often referred to 
as an economic: “Golden Age,” the economy, propelled by the set of 
special historical factors referred to above, was able to achieve strong 
economic growth in a “peacetime” economy. This, however, proved to be 
all too temporary. The sharp drop off in growth rates in the 1970s and 
thereafter points to a persistent tendency toward slower expansion in the 
economy, as the main forces pushing up growth rates in the 1950s and 
60s waned, preventing the economy from returning to its former 
prosperity. In subsequent decades, rather than recovering its former 
trend-rate of growth, the economy slowly subsided. 


Table 2. Growth in real GDP 1930-2007 


Average annual percent 


1930s 1.3 
1940s , 5.9 
1950s 4.1 
1960s 4.4 
1970s 3 
1980s 3.1 
1990s 3.1 
2000-07 2.6 


Source: National Income and Products Accounts Table 1.1.1. Percent Change from 
. Preceding Period in Real Gross Domestic Product, Bureau of Economic Analysis. 


It was the reality of economic stagnation beginning in the 1970s, as 
heterodox economists Riccardo Bellofiore and Joseph Halevi have recently 
emphasized, that led to the emergence of “the new financialized capitalist 
regime,” a kind of “paradoxical financial Keynesianism” whereby demand 
in the economy was stimulated primarily “thanks to asset-bubbles.” 
Moreover, it was the leading role of the United States in generating such 
bubbles—despite (and also because of) the weakening of capital 
accumulation proper—together with the dollar’s reserve currency status, 
that made U.S. monopoly-finance ca ital the “catalyst of world effective 
demand,” beginning in the 1980s.** But such a financialized growth 
pattern was unable to produce rapid economic advance for any length of 
time, and was unsustainable, leading to bigger bubbles that periodically | 
burst, bringing stagnation more and more to the surface. 

A key element in explaining this whole dynamic is to be found in the 
falling ratio of wages and salaries as a percentage of national income in 
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the United States. Stagnation in the 1970s led capital to launch an 
accelerated class war against workers to raise profits by pushing labor 
costs down. The result was decades of increasing inequality.” Chart 3 
shows a sharp decline in the share of wages and salaries in GDP between 
the late 1960s and the present. This reflected the fact that real wages of 
private nonagricultural workers in the United States (in 1982 dollars) 
peaked in 1972 at $8.99 per hour, and by 2006 had fallen to $8.24 
(equivalent to the real hourly wage rate in 1967), despite the enormous 
growth in productivity and profits over the past few decades.” 

This was part of a massive redistribution of income aand wealth to the 
top. Over the years 1950 to 1970, for each additional dollar made by 
those in the bottom 90 percent of income earners, those in the top 0.01 
percent received an additional $162. In contrast, ‘from 1990 to 2002, for 


` Chart 3. Wage and salary disbursements 
as a percentage of GDP 


Percantage of GOP 
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Sources: Economic Report of the President, 2008, Table B-1 (GDP), Table B-29— 
Sources of personal income, 1959-2007. 
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each added dollar made by those in the bottom 90 percent, rhose in the 
uppermost 0.01 percent’ (today around 14,000 households) made an 
additional $18,000. In the United States the top | percent of wealth 
holders in 2001 together owned more than twice.as much as the bottom 
80 percent of the population. If this were measured simply in terms of 
financial wealth, i.e., excluding equity in owner-occupied housing, the 
top 1 percent owned more than four times the bottom 80 percent. 


Between 1983 and 2001, the top 1 percent grabbed 28 percent of the rise ` 


in national income, 33 percent of the total gain in net worth, and 52 
percent of the overall growth in financial worth.” 

The truly remarkable fact under these circumstances was that 
household consumption continued to rise from a little over 60 percent of 
GDP in the early 1960s to around 70 percent in 2007. This was only 
possible because of more two-earner households (as women entered the 
labor force in greater numbers), people working longer hours and filling 
multiple jobs, and a constant ratcheting up of consumer debt. Household 
debt was spurred, particularly in the later stages of the housing bubble, 
by a dramatic rise in housing prices, allowing consumers to borrow more 
against their increased equity (the so-called housing “wealth effect”)—a 
process that came to a sudden end when the bubble popped, and housing 
prices started to fall. As chart 1 shows, household debt increased from 
about 40 percent of GDP in 1960 to 100 percent of GDP in 2007, with an 

especially sharp increase starting in the late 1990s.*° 

: This growth of consumption, based in the expansion of household 
debt, was to prove to be the Achilles heel of the economy. The housing 
bubble was based on a sharp increase in household mortgage-based debt, 
while real wages had been essentially frozen for decades. The resulting 
defaults among marginal new owners led to a fall in house prices. This 
led to an ever increasing number of owners owing more on their houses 
than they were worth, creating more defaults and a further fall in house 
_ prices: Banks seeking to bolster their balance sheets began to hold back 
_ on new extensions of credit card debt. Consumption fell, jobs were lost, 
capital spending was put off, and a downward spiral of unknown 
duration began. : : 

During the last thirty or so years the economic surplus controlled by 
corporations, and in the hands of institutional investors, such as 
insurance companies and pension funds, has poured in an ever increasing 
flow into an exotic array of financial instruments. Little of the vast 
economic surplus was used to expand investment, which remained in a 
state of simple reproduction, geared to mere replacement (albeit with 
new, enhanced technology), as opposed to expanded reproduction. With 
corporations unable to find the demand for their output—a reality 
reflected in the long-run decline of capacity utilization in industry (see 
chart 4)—and therefore confronted with a dearth of profitable investment 
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Chart 4. Percent utilization of industrial capacity 
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_ Source: Economic Report of the President, 2008, Table B-54—-Capacity utilization 
rates, 1959-2007. 
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opportunities, the process of net capital formation became more and 
more problematic. 

Hence, profits were increasingly directed away from investment in the 
expansion of productive capacity and toward financial speculation, while 
the financial sector seemed to generate unlimited types of financial 
products designed to make use of this money capital. (The same 
phenomenon existed globally, causing Bernanke to refer in 2005 to a 
“global savings glut,” with enormous amounts of investment-seeking 
capital circling the world and increasingly drawn to the United States 
because of its leading role in financialization.)*” The consequences of this 

can be seen in chart 5, showing the dramatic decoupling of profits from 
net investment as percentages of GDP in recent years, with net private. 
nonresidential fixed investment as a share of national income falling 
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. significantly over the period, even while profits as a share of GDP 
approached a level not seen since the late 1960s/early 1970s. This marked, 
in Marx’s terms, a shift from the “general formula for capital” 


Chart 5. Profits and net investment as percentage of GDP 
1960 to present 
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Sources: Bureau of Economic Analysis, National Income and Product Accounts, 
Table 5.2.5. Gross and Net Domestic Investment by Major Type, (Billions of dollars). 
Table B-! (GDP) and Table B-91 (Domestic industry profits), Economic Report of the 
President, 2008. Bureau -of Economic Analysis, National Income and Product Ac- 


counts, Table 5.2.5. Gross and Net Domestic Investment by Major Type, Annual Data 
1929-2006. 





M(oney)-C(commodity)-M’ (original money plus surplus value), in which 
commodities were central to the production of profits—to a system 
increasingly geared to the circuit of money capital alone, M-M’, in which oe 
money simply begets more money with no relation to production. 

Since financialization can be viewed as the response of capital to the 
stagnation tendency ın the real economy, a crisis of financialization 
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inevitably means a resurfacing of the underlying stagnation endemic to 
the advanced capitalist economy. The deleveraging of the enormous debt 
„built up during recent decades is now contributing to a deep crisis. 
Moreover, with financialization arrested there is no other visible way out 
for monopoly-finance capital. The prognosis then is that the economy, 
even after the immediate devaluation crisis is stabilized, will at best be 
characterized for some time by minimal growth, and by high 
unemployment, underemployment, and excess capacity. 

The fact that U.S. consumption (facilitated by the enormous U.S. 
current account deficit) has provided crucial effective demand for the 
production of other countries means that the slowdown in the United 
States is already having disastrous effects abroad, with financial 
liquidation now in high gear globally. “Emerging” and underdeveloped 

“economies are caught in a bewildering set of problems. This includes 
falling exports, declining commodity prices, and the repercussions of 
high levels of financialization on top of an unstable and highly 
exploitative economic base—while being subjected to renewed imperial 
pressures from the center states. 

The center states are themselves in trouble. Iceland, which has been 
compared to the canary in the coal mine, has experienced a complete 
financial meltdown, requiring rescue from outside, and possibly a massive 
taiding of the pension funds of the citizenry. For more than seventeen 
years Iceland has had a right-wing government..led by the ultra- 
conservative Independence Party in coalition with the centrist social 
democratic parties. Under this leadership Iceland adopted neoliberal 
financialization and speculation to the hilt and saw an excessive growth 
of its banking and finance sectors with total assets of its banks growing 

_from 96 percent of its GDP at the end of 2000 to nine times its GDP in 
2006. Now Icelandic taxpayers, who were not responsible for these 
actions, are being asked to carry the burden of the overseas speculative 


debts of their banks, resulting in a drastic decline in the standard of 
living.” 


A Political Economy 


Economics in its classical stage, which encompassed the work of both 
possessive-individualists, like Adam Smith, David Ricardo, Thomas 
Malthus, and John Stuart Mill, and socialist thinkers such as Karl Marx, 
was called political economy. The name was significant because it 
pointed to the class basis of the economy and the role of the state.” To 
be sure, Adam Smith introduced the notion of the “invisible hand” of 

the market in replacing the former visible hand of the monarch. But, the 
political-class context of economics was nevertheless omnipresent for 
Smith and all the other classical economists. In the 1820s, as Marx 
observed, there were “splendid tournaments” between political 
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economists representing different classes (and class fractions) of society. 

However, from the 1830s and °40s on, as the working class arose as a 
force in society, and as the industrial bourgeoisie gained firm control of 
the state, displacing landed interests (most notably with the repeal of 
the Corn Laws), economics shifted from its previous questioning form to 
the “bad conscience and evil intent of the apologetics.”*° Increasingly the 
circular flow of economic life was reconceptualized as a process involving 
only individuals, consuming, producing, and profiting on the margin. 
The concept of class thus disappeared in economics, but was embraced 
by the rising field of sociology (in ways increasingly abstracted from 
fundamental economic relationships). The state also was said to have 
nothing directly to do with economics and was taken up by the new 
field of political science.“ Economics was thus “purified” of all class and _ 
political, elements, and increasingly presented as a “neutral” science, 
addressing universal/transhistorical principles of capital and market 
relations. 

Having lost any meaningful roots in society, orthodox neoclassical 
economics, which presented itself as a single paradigm, became a 
discipline dominated by largely meaningless abstractions, mechanical 
models, formal methodologies, and mathematical language, divorced 
from historical developments. It was anything but a science of the real 
world; rather its chief importance lay in its role as a self-confirming 
ideology. Meanwhile, actual business proceeded along its own lines 
largely oblivious (sometimes intentionally so) of orthodox economic 
theories. The failure of received economics to learn the lessons of the 
Great Depression, i.e., the inherent flaws of a system of class-based 
accumulation in its monopoly stage, included a tendency to ignore the 
fact that the real problem lay in the real economy, rather than in the, 
monetary-financial economy. 

Today nothing looks more myopic than Bernanke’s sae dismissal of 
traditional theories of the Great Depression that traced the underlying 
causes to the buildup of overcapacity and weak démand—inviting a 
similar dismissal of such factors today. Like his mentor Milton Friedman, 
Bernanke has stood for the dominant, neoliberal economic view of the 
last few decades, with its insistence that by holding back “the rock that 
starts a landslide” it was possible to prevent a financial avalanche of 
“major proportions” indefinitely.” That the state of the ground above 
was shifting, and that this was due to real, time-related processes, was 
of no genuine concern. Ironically, Bernanke, the academic expert on the 
Great Depression, adopted what had been described by Ethan Harris, 
chief U.S. economist for Barclays Capital, as a “see no evil, hear no evil, 
speak no evil” policy with respect to asset bubbles.” 

It is therefore to the contrary view, emphasizing the socioeconomic 
contradictions of the system, to which it is now necessary to turn. For a 
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time in response to the Great Depression of the 1930s, in the work of 
John Maynard Keynes, and various other thinkers associated with the 
_ Keynesian, institutionalist, and Marxist traditions—the most important 
of which was the Polish economist Michael Kalecki—there was something 
of a revival of political-economic perspectives. But following the Second 
World War Keynesianism was increasingly reabsorbed into the system. 
This occurred partly through what was called the “neoclassical-Keynesian 
synthesis”—-which, as Joan Robinson, one of Keynes’s younger colleagues 
claimed, had the effect of bastardizing Keynes—and partly through the 
closely related growth of military Keynesianism.™ Eventually, monetarism 
emerged as the ruling response to the stagflation crisis of the. 1970s, 
along with the rise of other conservative free-market ideologies, such as 
supply-side theory, rational expectations, and the new classical economics | 
(summed up as neoliberal orthodoxy). Economics lost its explicit 
political-economic cast, and the world was led back once again to the 
mythology of self-regulating, self-equilibrating markets free of issues of 
class and power. Anyone who questioned this, was characterized as 
political rather than economic, and thus largely excluded from the 
mainstream economic discussion. 

Needless to say, economics never ceased to be political; rather the 
politics that was promoted was so closely intertwined with the system 
of economic power as to be nearly invisible. Adam Smith’s visible hand 
of the monarch had been transformed into the invisible hand, not of the 
market, but of the capitalist class, which was concealed behind the veil 
of the market and competition. Yet, with every major economic crisis 
that veil has been partly torn aside and the reality of class power 
exposed. 

Treasury Secretary Paulson’s request to Congress in September 2008, 
for $700 billion with which to bail out the financial system may 
constitute a turning point in the popular recognition of, and outrage 
over, the economic problem, raising for the first time in many years the 
issue of a political economy. It immediately became apparent to the 
entire population that the critical question in the financial crisis and in 
the deep economic stagnation that was emerging was: Who will pay? The 
answer of the capitalist system, left to its own devices, was the same as 
always: the costs would be borne disproportionately by those at the 
bottom. The old game of privatization of profits and socialization of 
losses would be replayed for the umpteenth time. The population would 
be called upon to “tighten their belts” to “foot the bill” for the entire 
system. The capacity of the larger public to see through this deception in 
the months and years ahead will of course depend on an enormous 
amount of education by trade union and social movement activists, and 
the degree to which the empire of capital is stripped naked by the crisis. 

There is no doubt that the present growing economic bankruptcy and 
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political outrage have produced a fundamental break in the continuity of 
the historical process. How should progressive forces approach this 
crisis? First of all, it is important to discount any attempts to present 
the serious economic problems that now face us as a kind of “natural 
disaster.” They have a cause, and it lies in the system itself. And 
although those at the top of the economy certainly did not welcome the 
crisis, they nonetheless have been the main beneficiaries of the system, 
shamelessly enriching themselves at the expense of the rest of the 
population, and should be held responsible for the main burdens now 
imposed on society. It is the well-to-do who should foot the bill—not 
only for reasons of elementary justice, but also because they collectively 
and their system constitute the reason that things are as bad as they are; 
and because the best way to help both the economy and those at the 
bottom is to address the needs of the latter directly. There should be no 
golden parachutes for the capitalist class paid for at taxpayer expense. 

But capitalism takes advantage of social inertia, using. its power to 
rob outright when it can’t simply rely on “normal” exploitation. Without 
a revolt from below the burden will simply be imposed on those at the 
bottom. All of this requires a mass social and economic upsurge, such as 
in the latter half of the 1930s, including the revival of unions and mass 
social movements of all kinds—using the power for change granted to 
the people in the Constitution; even going so far as to threaten the 
current duopoly of the two-party system. 

What should such a radical movement from below, if it were to: 
emerge, seek to do under these circumstances? Here we hesitate to say, 
not because there is any lack of needed actions to take, but because a 
radicalized political movement determined to sweep away decades of 
exploitation, waste, and irrationality will, if it surfaces, be like a raging 
storm, opening whole new vistas for change. Anything we suggest at this 
point runs the double risk of appearing far too radical now and far too 
timid later on. 

Some liberal economists and commentators argue that, given the 
present economic crisis, nothing short of a major public works program 
aimed at promoting employment, a kind of new New Deal, will do. 
Robert Kuttner has argued in Obama’s Challenge that “an economic 
recovery will require more like $700 billion a year in new public outlay, 
or $600 billion counting offsetting cuts in military spending. Why? 
Because there is no other plausible strategy for both achieving a. general 
economic recovery and restoring balance to the economy.”*° This, 
however, will be more difficult than it sounds. There are reasons to 
believe that the-dominant economic interests would block an increase in 
civilian government spending on such a scale, even in a crisis, as 
interfering with the private market. The truth is that civilian government 
purchases were at 13.3 percent of GNP in 1939—what Baran and’ Sweezy 
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in 1966 theorized as approximating their “outer limits’—-and they have 
barely budged since then, with civilian government consumption and 
investment expenditures from 1960 to the present averaging 13.7 percent 
of GNP (13.8 percent of GDP).*” The class forces blocking a major increase 
in nondefense governmenta] spending even in a severe stagnation should 
therefore not be underestimated. Any major advances in this direction 
will require a massive class struggle. 

Still, there can be no doubt that change should be directed first and 
foremost to meeting the basic needs of people for food, housing, 
employment, health, education, a sustainable environment, etc. Will the 
government assume the responsibility for providing useful work to all 
those who desire and need it? Will housing be made available (free from 
crushing mortgages) to everyone, extending as well to the homeless and 
the poorly housed? Will a single-payer national health system be 
introduced to cover the needs of the entire population, replacing the 
worst and most expensive health care system in the advanced capitalist 
world? Will military spending be cut back drastically, dispensing with 
global imperial domination? Will the rich be heavily.taxed and income 
and wealth be redistributed? Will the environment, both global and 
local, be protected? Will the right to organize be made a reality? 

If such elementary prerequisites of any decent future look impossible 
under the present system, then the people should take it into their own 
hands to create a new society that will deliver these genuine goods. 
Above all it is necessary “to insist that morality and economics alike 
support the intuitive sense of the masses that society’s human and 
natural resources can and should be used for all the people and not for a 
privileged minority.” 

In the 1930s Keynes decried the growing dominance of financial 
capital, which threatened to reduce the rea] economy to “a bubble on a 
whirlpool of speculation,” and recommended the “euthanasia of the 
rentier.” However, financialization is so essential to the monopoly-finance 
capital of today, that such a “euthanasia of the rentier” cannot be 
achieved—in contravention of Keynes’s dream of a more rational 
capitalism—without moving beyond the system itself. In this sense we 
are clearly at a global turning point, where the world will perhaps finally 
be ready to take the step, as Keynes also envisioned, of repudiating an 
alienated moral code of “fair is foul and foul is fair’—used to justify the 
greed and exploitation necessary for the accumulation of capital—turning 
it inside-out to create a more rational social order.*” To do this, though, 
it is necessary for the population to seize control of their political 
economy, replacing the present system of capitalism with something 
amounting to a real political and economic democracy; what the present 
rulers of the world fear and decry most—as “socialism.”*° 

October 25, 2008 
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EA 


But if...new accumulation meets with difficulties in its employment, 
through a lack of spheres of investment, i.e., due to a surplus in the 
branches of production and an over-supply of loan capital, this plethora 
of loanable money-capital merely shows the limitations of capitalist 
production. The subsequent credit swindle proves that no real obstacle 
stands in the way of employment of this surplus capital. However, an 
obstacle is indeed immanent in its laws of expansion, i.e. in the limits 
in which capital can realise itself as capital. 


—Kar] Marx, Capital, vol. 3, chapter 32. 
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America Right or Wrong 


Anglo-American Relations Since 1945 
JOHN NEWSINGER 


British subordination to the United States, the so-called special 
relationship as it is optimistically known in London, is so taken for 
granted that it is seldom subjected to critical scrutiny. Why is it that 
the British ruling class and its agents have since 1945 come to embrace a 
junior partnership in the U.S. empire so wholeheartedly? Most recently, 
the “special relationship” has seen the New Labor government actively “ 
support and take part in the invasion and occupation of Iraq in the face 
of a hostile public opinion. Indeed, the largest demonstration in British 
history, on February 15, 2003, was against British participation in this 
unprovoked war of imperialist aggression. The lying, dishonest pretext 
for the invasion together with enforced association with George W. Bush 
effectively destroyed Prime Minister Tony Blair’s reputation (at least in 
Britain) and was an important factor in his eventual fall from office. The 
Iraq war, together with its neoliberal domestic policies, has seen Labor 
Party membership fall from 400,000 in 1997 to 150,000 today. Despite 
this, under Blair’s successor, Gordon Brown, British allegiance to the 
U.S. flag continues without interruption with British troops killing and 
being killed in Afghanistan in a war that has no popular support in 
Britain beyond a reflex support for the troops on the ground, for “our 
boys.” This article will explore the reasons for and the history of this | 
willing subordination. 


Labor in Power 1945-51 


The Second World War had been fought, as far as the British ruling 
class was concerned, to protect the British Empire from the threat posed 
by Nazi Germany and its allies. Although the Nazi threat was successfully 
destroyed, the British Empire nonetheless fell victim to the strains of 
total war. The war left Britain exhausted both militarily and 
economically. When the Labor government came to power in 1945, it 
found itself confronted by widespread colonial unrest, and at the same 
time dependent on the United States, an imperial rival that was intent 
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on replacing British influence throughout the world with its own. The 
British had neither the economic nor military strength to hold onto their 
empire and were forced into an unwilling retreat. 

The weakness of the British position was not immediately apparent. 
Initially, the Labor government was able to restore French rule in Vietnam 
and Dutch rule in Indonesia by bloody military interventions, to 
consolidate Royalist rule in Greece, and to suppress the left in Malaya, 
precipitating a guerrilla insurgency in 1948.’ Decisive, however, were 
developments in India where power had to be reluctantly surrendered to 
a Congress government that was regarded as dangerously left-wing. 
What the Labor government had hoped to achieve was the hand-over of 
limited powers to pro-imperialist politicians in a balkanized India where 
British power would still be dominant (a policy remarkably similar to 
U.S. policy in Iraq today). India would remain a loyal supporter of the 
British Empire with Indian troops available to fight in its wars, and 
British military bases would remain on the subcontinent. Prime Minister 
Nehru and the Indian National Congress, pushed on by widespread 
popular unrest, effectively thwarted this plan. While the Labor 
government seriously considered police action to crush Congress, it was 
reluctantly recognized that Britain did not have the military strength and 
economic resources to defeat the resulting rebellion. Moreover, 
Washington would not finance such an imperial endeavor: they wanted to 
replace the British, not prop them up. As Prime Minister Attlee warned 
his Cabinet colleagues, there was no “practical alternative” to evacuating 
India.? What is truly remarkable is the way that Labor politicians were 
subsequently able to transform this story into a heroic episode of anti- 
imperialist statesmanship whereby Britain “gave” independence to India. 
The loss of India was a massive blow that seriously damaged British 
imperial pretensions. 

What the British hoped for at this time was a partnership with the 
United States on relatively equal terms. Attlee and his foreign secretary, 
Ernest Bevin, were confident that economic recovery would restore British 
power. Indéed, the Labor government’s decision to develop British 
nuclear weapons was intended to strengthen their hand in relation to the 


United States rather than a response to any Soviet threat. As Bevin 
insisted: 


I don’t want any other foreign secretary of this country to be 
talked at by a Secretary of State in the United States as | have just 
had in my discussions with Mr Byrnes. We have got to have this 
thing over here whatever it costs.. weve got to have the bloody 
Union Jack flying on top of it.’ 


Hopes of an equal relationship were soon eclipsed,’ however. 
Even in the Middle East, which was regarded as a vital British 
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interest, the British found themselves dependent on the United States. 
When the Iranians nationalized the British-owned Anglo-lranian Oil 
Company (AIOC) in May 1951, the Labor government considered military 
intervention to overthrow the nationalist Mossedegh government. The 
British minister of defense, Emanuel Shinwell, warned that if tough 
action was not taken, “Egypt and other Middle Eastern countries would 
be encouraged to think they could try things on; the next thing might be 
an attempt to nationalise the Suez Canal.’ Plans for military intervention 
were abandoned “in the light of the United States’ attitude...We could 
not afford to break with the United States on an issue of this kind.” 
Eventually, the Mossedegh government was to be overthrown in 1953 by 
a ClA-sponsored coup, supported by the British, which installed the 
Shah in power. The United States replaced Britain as the dominant 
power in Iran and British control over Iranian oil was ended. 

The Labor government had reluctantly come to recognize that while 
Britain still had global interests, the British state no longer had the 
power to protect them. Only the United States had the necessary 
economic and military resources. Consequently the keystone of British 
foreign policy became its alliance with the United States. In order to 
protect its global interests, Britain became a subordinate partner in the 
American empire. When British and U.S. interests conflicted, the British 
would, if necessary, sacrifice those interests in order to ensure that the 
United States remained the guarantor of Britain’s global interests. This 
relationship was often to prove difficult, sometimes humiliating, but the 
interests of British capital came first. 


The Cold War 


The Cold War played an important ae in legitimizing the U.S. 
empire. While there certainly was a very real confrontation between great 
powers, it also provided a useful and convincing pretext for the exercise 
of U.S. power throughout the world. The overthrow of Mossedegh, for 
example, was justified as preventing a fictional Communist takeover, 
whereas its real motive was to secure control of Iranian oil. The British 
were wholeheartedly associated with this development. The Attlee 
government not only played an important role in the establishment of the 
North Atlantic Treaty Organization (NATO) in 1949, but later that same’ 
year allowed the United States to establish permanent military bases on 
British soil. Although taken for granted today, this was something 
absolutely without precedent and signaled a revolution in British foreign 
policy. 

The price of the U.S. alliance inevitably had to be paid in blood. The ° 
outbreak of war in Korea in June 1950 was initially not regarded as 
affecting any British interests and, moreover, British military forces were 
already seriously overstretched. What quickly became clear was that the 
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dispatch of British forces to Korea was absolutely necessary if the 
“special relationship” was to be sustained. Eventually, a Commonwealth 
Division was to be. sent to Korea, fighting in a war that for the British 
had no rationale other than that Washington required this sacrifice of 
their allies. To preserve the “special relationship” the Labor government 
committed Britain to one of the most brutal post-1945 wars—a war in 
which U.S. bombing laid waste to Korea and perhaps as many as three 
million people were killed. 

What had been a dramatic demonstration of British subordination, 
however, was successfully turned into a story of the British exercising 
influence over the United States and restraining the U.S. military from 
even greater horrors. At the end of November 1950, President Truman 
indicated that the United States was seriously considering the use of 
nuclear weapons in Korea. This seriously alarmed Washington’s European 
allies who were vulnerable ta any Soviet retaliation and on December 4 
Attlee flew to Washington and supposedly succeeded in restraining 
Truman. This is a fiction, another invented tradition. The Marxist, Ralph 
Miliband, dismissed it as “a legend.”® The British did not prevent the 
United States from using nuclear weapons and received no veto over 
their use. The most they secured was the promise that they would be 
the first to know if and when the decision was made. What we can be 
absolutely certain of is that if the United States had used nuclear 
weapons, the Labor government would have supported them. After all, 
Attlee was already prime minister when Hiroshima and Nagasaki were 
atom bombed and had given his full support to those crimes. It is also 
worth noticing that the Labor government had allowed the United States 
to equip its B-29 bombers stationed in Britain with nuclear weapons and 
had not even established a veto over their use! Nevertheless, this 
pretense at influence was to become one of the ways that successive 
British governments justified their subordination to the United States. 
Tony Blair, people in Britain were assured, was continually restraining 
George W. Bush. This was, of course, pure fiction. 


Suez 


While the Labor government had reluctantly come to terms with a 
junior partnership in the U.S. empire, its Conservative replacement still 
had illusions that Britain was a great power. In particular, the 
Conservatives were concerned to maintain Britain’s position in the 
Middle East. While both Iraq and Jordan remained British satellites, 
Egypt, with U.S. support, was trying to free itself from British control. 
In 1952 Colonel Nasser had come to power in Egypt and had sponsored a 
low-level guerrilla insurgency to encourage the British to leave. Once 
again the British recognized that they did not have the strength for a 
full-scale occupation and in July 1954 they finally agreed to evacuate. 
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This retreat was seen as a serious blow to the British position 
throughout the Middle East, one that was compounded when Nasser 
nationalized the Suez Canal in July 1956. The British had been publicly 
humiliated. Moreover, Nasser was encouraging nationalist opposition to 
British influence throughout the Arab world. Prime Minister Eden 
concluded that either Nasser had to be destroyed or the British position 
was doomed. While Britain could not act alone, and any military 
intervention would certainly be opposed by the United States, Eden was 
persuaded that Nasser could be overthrown by a joint British-French- 
Israeli invasion. 

Eden believed that a decisive military stroke would not only remove 
Nasser, but would also strengthen the British position vis-a-vis the 
United States. As early as 1954 he had complained that the Americans 
“want to replace us in Egypt,” indeed, “they want to run the world.” 
While the Labor Party had already come to terms with this, the British 
Conservatives had not. They were to have the realities of the “special 
` relationship” forcefully brought home to them. 

Together with the French and the Israelis, Eden agreed to a stratagem 
that makes the Bush-Blair duplicity regarding weapons of mass 
destruction look pretty tame. The Israelis would launch an unprovoked 
attack on Egypt and then Britain and France would invade under the 
pretext of “peacekeeping.” Even today the level of duplicity takes the 
breath away. The trouble was that it did not deceive anyone. It was 
absolutely clear that the Israelis were acting in collusion with Britain and 
France. Moreover, while the initial invasion was a success, a full-scale 
occupation would have been a very different proposition. It never came to 
that though. The Eisenhower administration was not prepared to tolerate 
independent action by the British and had no wish to see the British 
position in the Middle East strengthened. American political and 
economic pressure forced Britain and France into a humiliating 
withdrawal. One interesting point is that the United States also forced 
the Israelis to withdraw from Sinai (the pro-Israeli lobby had not yet 
achieved the level of influence it exercises today). 

What is of particular interest is the different ways in which the 
British and the French responded to their humiliation at the hands of the 
United States. The French responded by looking to Europe as a 
counterbalance to U.S. power and adopted a resolutely independent 
stance. In 1966 De Gaulle closed down U.S. bases in France and the 
French spared no expense to maintain an independent nuclear weapons 
capability. The British Conservatives, who were extremely bitter about 
what they regarded as America’s betrayal, considered a similar response, | 
but in the end decided that they needed the United States to protect 
their global interests. Under Prime Minister Macmillan the decision was 
made to never again defy the United States, but to embrace 
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subordination. The Conservatives had learned their lesson. This approach 
was symbolized by the abandonment (for reasons of cost) of British 
nuclear weapons and the purchase of Polaris submarines from the United 
States in 1962. l 

In 1958, the British position in the Middle East was finally terminated 
by the overthrow of the puppet regime in Iraq. Macmillan recognized 
that Britain could not invade the country unilaterally, those days were 
over, but urged the United States to share in a joint occupation. The 
British even proposed that the United States should occupy Baghdad 
while they occupied Basra. Eisenhower refused.’ 


Vietnam 


Harold Wilson’s Labor government that came to power in 1964 was 
wholeheartedly committed to the “special relationship,” but nevertheless 
constantly resisted U.S. pressure to send British troops to Vietnam. 
Why was this? First of all, the British were involved in fighting a 
guerrilla insurgency in their South Arabian colony and in an armed 
confrontation with Indonesia. At the height of the conflict with 
Indonesia, Britain had 59,000 military personnel in Malaysia. Even so, 
Wilson refused to send even a token force to show the flag in Vietnam. 
This was despite the diplomatic support that the Labor government gave 
to the United States. Indeed, Labor gave the U.S. war in Vietnam its full 
support, short of sending troops. 

The reasons for this derive from the domestic political situation in 
Britain. If the Conservatives had won the 1964 general election, they 
would certainly have sent troops. Similarly, Wilson’s predecessor as 
Labor leader, Hugh Gaitskell, the candidate of the Labor Party rightwing, 
would have sent troops regardless of any opposition. Wilson, however, 
was elected Labor leader as the candidate of the left of the party and 
was dependent for his survival on their continued support. Sending 
troops to Vietnam would have been too much for the Labor left to 
swallow. Without any doubt, one reason for the obduracy of the Labor 
left, in contrast with their failure effectively to oppose the Korean War, 
was that the Cold War pretext had lost much of its potency by the late 
1960s. The Vietnam War could not be successfully justified as a war 
against Soviet expansionism. Nevertheless, despite his refusal to send 
troops to Vietnam, Wilson’s continued support for the war led to a 
hemorrhaging of party membership and the emergence of an extra- 
parliamentary left organized around the Vietnam Solidarity Campaign. 

The U.S. defeat in Vietnam led to a reassessment of the “special 
relationship” inside both the Labor and Conservative parties. Europe 
seemed to offer an alternative power bloc to the beaten United States. 
The Conservative government under Edward Heath that came to power in 
1970 actually followed a Gaullist policy of deliberately distancing itself 
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from the United States. This policy was decisively repudiated by 
Margaret Thatcher when she became prime minister in 1979. The “special 
relationship” was once again the keystone of British foreign policy. 


To Baghdad and Beyond 


The Labor Party that won the general election in 1997 was very 
different from the Labor Party that had held power in the late 1960s and 
late 1970s. The defeats Margaret Thatcher had inflicted on the trade 
unions in the 1980s had seriously weakened the labor movement. The 
balance of class forces in British society had been forcibly readjusted in 
favor of big business and the rich. These developments were reflected in 
the Labor Party. Rebranding itself New Labor, the party abandoned its 
historic reformism and instead embraced neoliberalism. The architects of 
the transformation were Tony Blair and Gordon Brown, both men fervently 
pro-American and, incidentally, both staunch Zionists. 

Domestically, New Labor has carried Thatcherism even further than 
she had believed possible. A good case can be made that in policy terms 
New Labor is the most right-wing government in Britain since the 
Second World War and in some respects since before the First World 
War.” New Labor embraced privatization with an enthusiasm that puts 
the Conservatives to shame (the National Health Service and state 
education are, for example, being privatized by installments), has 
presided over increasing levels of inequality, and has even abandoned any 
serious commitment to something as elementary as “progressive 
taxation.” New Labor ministers were completely unmoved when a private 
equity boss of all people expressed disquiet at the fact that his cleaner 
paid a higher rate of tax than he and other top executives did.’ Indeed, 
New Labor celebrates itself as the party of big business. 

While New Labor has broken with everything that the Labor Party » 
used to stand for as far as domestic policy is concerned, it has continued 
the British commitment to the “special relationship.” When Tony Blair 
took over as prime minister in 1997, his chief of staff told Christopher 
Meyer, the new ambassador to Washington, that his job was “to get up 
the ass of the White House and stay there.” Although somewhat crudely 
put, this is New Labor’s foreign policy in a nutshell. Given this, British 
support for and involvement in the invasion and occupation of 
Afghanistan and Iraq was inevitable. When in July 2002, Blair’s foreign 
secretary, Jack Straw, expressed some reservations regarding the invasion 
of Iraq, Blair responded quite correctly that not to support the United 
States “would be the biggest shift in foreign policy for 50 years.”? New 
Labor was actively involved in the deception and barefaced lies that 
preceded the invasion. It hoped to profit from military victory, and 
instead found its support eroded by the horrific consequences of the 
war. For millions of British people, overwhelmingly people who would 
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once have supported the Labor Party, Blair became forever “Bliar.” 

Even with Blair gone, New Labor’s commitment to the “special 
relationship” remains unshaken, and, moreover, it is a commitment 
shared by the Conservative opposition. Britain is committed to support 
Washington’s wars. Indeed the British armed forces have been 
reconfigured under New Labor to play this role. The commitment in 
Afghanistan is open ended, but New Labor is also involved in U.S. proxy 
wars. Britain is helping prop up the puppet regime in Somalia and has 
been involved in helping train the Georgian army. The Ministry of Defense 
Web site immediately after the Georgian invasion of South Ossetia 
carried an announcement that joint training exercises with the Georgian 
army had been postponed. It was quickly taken down. And, the British 
have joined with the United States in pressuring Pakistan to allow NATO 
forces to treat Pakistan’s tribal territories as part of the Afghan theatre 
of war. Indeed, wherever Uncle Sam needs a helping hand, the British, if 
possible, will rush to offer support and assistance, as junior partners in 
the U.S. empire. 
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As far as scenic ruins go, the Pittsburgh metropolitan area sets a high 
standard. The natural beauty of the Monongahela Valley and the built 
legacy of deindustrialization make gorgeous scenery out of blue-collar 
defeat. 

Beauty is no compensation for lost jobs though. The old steel towns 
of this region have been imploding for decades. No place has lost a 
greater share of its population than Braddock, Pennsylvania, just outside 
Pittsburgh. This ravaged, near-empty stretch of abandoned homes, 
storefronts, and buildings was once a storied cornerstone of the 
industrial age. After losing 90 percent of its peak population, today it 
looks more like the nightmare at the end of the American Dream. 





Jim Straub is a dishwasher and hired gun for the labor movement. Bret 4 


Liebendorfer is a journalist and photographer. Both are based in Colombus, Ohio. 
Photo credits: all photos by Bret Liebendorfer. 
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Above: Mayor John Fetterman. 


A concrete, bunker-like building sits back from the rubble on Library 
Street there. A freight container has been stacked on top of it, adding 
living space to the building in the most conspicuous way possible. The 
door is marked with a sticker: a parody of the popular street art stencils 
of Andre the Giant’s face, but with the word “MAYOR” in block letters 
where the stencil would ordinarily read “OBEY.” Through that door and 
up a flight of stairs, a massive, six-foot, eight-inch man with a shaved 
head and goatee is perched on leather furniture amid avant-garde decor, 
fielding phone calls and drinking a bottle of Yuengling. Its as if Andre 
the Giant himself has come back to life and moved to the Monongahela 
Valley to do advanced degrees in urban studies and interior design. 

It’s not your average mayoral residence. But Braddock is not your 
average Pennsylvania town, and its mayor, John Fetterman, is as far from 
being an average mayor as you can get. 

“I first came to this town as an Americorps volunteer working with 
at-risk youth. And I was just amazed with the place, its history and 
architecture,” says Fetterman. The mayor is an imposing character; he 
resembles a professional wrestler but speaks with the articulate voice of 
the masters degree in public policy he got at Harvard. Using his left arm 
(which bears a large tattoo of Braddock’s zip code), Fetterman gestures 
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toward the rubble-strewn wasteland around Library Street, as if the view 
explains exactly why he fell under Braddock’s spel] as a young man. 

A native of another industrial Pennsylvania city, Fetterman had seen 
the bombed-out look of old factory towns before. But Braddock is more 
devastated—and strangely picturesque—than perhaps any other place in 
the state of Pennsylvania. The challenges and potential that remained in 
this once-prosperous steel town spoke to him. He continues, “So after 
completing my degree, I had an opportunity to continue working at the 
same program back here, and right away I started pouring my salary into 


buying some of the amazing buildings that were on the verge of 


collapse.” 

In the process he began promoting his adopted home to friends, 
spreading the word to artists that live-work spaces could be found in 
Braddock for little money. With his appetite for the challenge growing 
with each small success, Fetterman jumped at the chance to run for the 
part-time job of being the community’s mayor in 2005. 

After winning the Democratic primary there by just one vote, John 
Fetterman became the mayor of an economic disaster zone. He began an 
unorthodox reconstruction program, calling on urban pioneers to help 
rebuild a devastated place, but not for the gentrified benefit of real 
estate speculators. In a part of the country where Braddock is only the 
hardest-hit example of hundreds of de-industrialized places, any success 
at revitalization through green design and the arts here might light a 
path for other small rust-belt cities out of poverty and population loss. 
But larger questions about the lack of jobs cast a shadow over such 
hopes, and a new expressway proposed to run straight through Braddock 
threatens to kill the town’s last chance at resurrection in its crib. 


Mayor of a Ghost Town 


“Statistically speaking, Braddock is an outlier among outliers. I don’t 
know of any other place in the rust belt that had a 90 percent population 
loss,” Fetterman notes, on one of the countless tours he gives to anyone 
who will listen. He goes on, “Pittsburgh, for instance, still has an 
economy. So the powers that be there are trying to break the unions and 
reorganize the city’s finances. We don’t even have finances.” 

Braddock’s existence is a legacy of the Edgar Thompson Steel Works, 
which in 1875 was the first major steel mill built in the country. Many 
more mills were subsequently built in the Monongahela Valley, making it 
the world capital of steel production. Today, however, the Edgar 
Thompson is the last one still running in the valley, a lonely survivor of 
the U.S. stee] industry’s crisis in the 1980s. Though Braddock was 
originally built up to house the mill’s workers, none of the mill’s nine 
hundred odd remaining employees today stil] live there. “The mills’ 
principal contribution to the town at this point is, well, pollution,” says 
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Fetterman of the steel plant, visible from the top floor of his home. He 
adds, “Braddock has the highest rate of child asthma in the region.” 

The town has fewer than 3,000 residents left, according to the 2000 
census (down from a peak population of 20,879), many of whom are 
elderly or struggling with health issues, addiction, or poverty. For those 
who remain, Braddock has little to offer in the way of work. Indeed, 
many of the town’s few remaining jobs are filled by blue-collar 
commuters from Pittsburgh or the suburbs. 

Lifelong Pittsburgh resident and postal worker Ceanne O’Connor 
describes commuting to work in Braddock: “The post office had: 
transferred me to work out of the location on the far edge of Braddock. 
Taking the bus there to work up Braddock Ave. every day the driver 
would always tell me I should try to work somewhere different, that it 
was too dangerous for me here.” Leanne took him up on his advice, after 
being mugged at knifepoint on that bus the following week. 

“When I was a little kid in the eighties, whenever my family drove 
through Braddock on our way somewhere Pd be amazed. All the 
abandoned buildings, Pd never seen anything. like that,” O’Connor 
remembers. “My parents just told me, ‘this is a ghost town.” 


Out of the Furnace and: into the Fire 


Braddock is a unique place, not only in the hardship it faces today, 
but also in its historic significance. What Independence Hall is to the 
American Revolution, this area is to our country’s century of steel. 
Robber baron Andrew Carnegie built his first steel mill in Braddock, and 
across. the river is. the spot where he once sent a private army to stage ` 
an armed attack on the striking workers of his Homestead plant. Frick 
Park, up the hill from Braddock, is named for the hated factory boss 
who a young anarchist tried to assassinate in revenge for the attack on 
Homestead, Carnegie, nervous. about his public image, built the first of 
his many public libraries in Braddock, where it still sits across the street 
from Fetterman’s house. 

The area has perhaps more labor history per square mile than any 
other place in the nation. Up Braddock Avenue to the east are electronics 
factories where America’s domestic Cold War was fought out with fists 
and. union elections between pro- and anticommunist workers. A few 
miles west in Pittsburgh is the downtown office building where the CEO 
of US Steel and his arch- -nemesis, John L. Lewis of the Steelworkers 
Organizing Committee, used to tensely ride in the same elevator to work 
every morning. America has many industrial places, of course. But just as 
the Declaration of Independence was only signed in Philadelphia on July 
4, 1776, only here did steelworkers fight and win the Battle of Homestead 
on July 5, 1892. 

These Monongahela Valley cities grew wp as oppressive company 
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towns, built to house the immigrant workforce. of the nineteenth 
century’s mines and mills. With their flaming smokestacks and climate 
of fear and toil; the comparison newcomers made most often was to 
hell. But over the years, residents transformed them into bastions of 
working-class prosperity and democracy, through lifetimes of work and 
saving—and the titanic struggle for collective parpaing and labor 
unions. 

One of the central novels of the immigrant experience in industrial 
America, Out of This Furnace, was set in Braddock. In it, author Thomas 


Bell—son of a Braddock immigrant family and a worker in the mills - 


himself-——follows several generations of the Dobrejcak family through the 


ceaseless hardships of industrial life in the Monongahela Valley, . 


culminating in the victory of the steelworkers union in*the late 1930s. 

Closing on such a note was no mere Popular Front triumphalism. For 
working people like the Dobrejcaks of Braddock,. industrial unions 
brought a sea change in living standards, social status, and political 
power. The American Dream only came to the, Monongahela Valley 
because its families would not stop working and fighting for it. Since 
most of the landmarks of that struggle lie in unmarked ruins around 
Braddock today, works like Out of This Furnace are the last reminders of 
how America was built in places like this. 

Braddock’s contributions to the social realist canon have continued in 
our time, particularly with the films of Tony Buba. Buba—like Bell, a son 
of an immigrant millworker family—grew up in Braddock when it was 
the relatively prosperous picket-fence community that generations of 
workers had struggled .to create. After putting in some time in the 
factories of the region as a young man, Buba went to college to study 
filmmaking amid the cultural ferment of 1968. 

“When Pd, come back to visit my family in town in the seventies, the 
changes in Braddock were starting to be really noticeable,” Buba recalls. 
“You know how if you havent seen your grandparents in a few years, and 
then when you see them again they just look so old. That’s what seeing 
Braddock again was like when I came home from college. I thought, 
well, here’s my subject material. I thought 1 had to document this way 
of life before it was gone.” 

As Buba points out, the town was in part a victim of its own 
successes. “After a couple generations of steelworkers having pretty good 
union contracts, plus the GI Bill, it became possible for workers to move 
out of the area. I mean, these were small homes built right next to all 
the noise and dirt of the mill. Workers started being able to have a 
house a little further out in the suburbs, and a car to drive to work in. 


Which was an example of success, really, a thing that was basically. 


good.” The rise of strip malls and suburban big box stores also 
decimated the old- small businesses of Braddock’s once-famous retail 
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corridor. l 

The decline Buba began to document took an ugly, unexpected turn in 
the 1980s when crisis in the steel industry brought hundreds of 
thousands of layoffs in the Monongahela Valley. “Believe it or not,” Buba 
continues, “in the late seventies we thought that Braddock had reached 
its rock bottom. There were studies done then that said it would drop 
to twelve thousand people and that would be it!” Buba laughs darkly. 

Much worse was to come. The steel industry entered a death spiral of 
layoffs, plant shutdowns, reductions in pay and benefits, strikes, and 
eventually a wholesale shedding of its workforce. The Pittsburgh region 
was racked with home foreclosures and evictions, bankruptcies, suicides, 
alcoholism, violence, and despair. Braddock, having already begun to 
decline for several decades before steel’s crisis in 1984, found it could 
sink much further. 

These events hurt everyone in the region, but some communities bore 
greater burdens than others. Buba’s film Struggles In Steel chronicles the 
historic battle African Americans had waged—with both the steel 
companies and elements in the steelworkers union—to gain equal access 
to the good jobs in the plant. By the late seventies this progress had 
finally resulted in substantial numbers of black workers finally breaking 
into job seniority (blacks had been denied access to better jobs because 
their job seniority counted for nothing when they bid on a different job) 
and shop steward leadership positions, only for all to be lost in the 
plant closings. 

Beyond job racism, there was a residential aspect to the situation of 
blacks in the Monongahela Valley. As Buba notes, “There was redlining. 
Heck, the GI Bill which got a lot of people their first home, really, it was 
made to be for white guys to move to the suburbs.” The African- 
American community in the area was in the doubly precarious situation 
of not having had the benefit of generations of industrial employment to 
build up savings and seniority before the plant closings began, and being 
redlined out of homes in other areas. Alongside the steel crisis was the 
country’s rightward turn and Reagan-era cuts in social spending. With 
the plagues of crack cocaine, HIV/AIDS, and endemic street violence 
added, places like Braddock faced a “perfect storm” of urban devastation. 

Tony Buba’s cinematic requiems for Braddock may not wind up being 
the best-known films set there, however. The film version of Cormac 
McCarthy’s post-apocalyptic masterpiece The Road, starring Viggo 
Mortensen, shot its opening scenes in Braddock. Booking a high-profile 
role is a real coup for a town desperate for any activity at all, and comes 
thanks to the mayor’s constant hustle to promote Braddock to the 
country’s creative class. 

The film offers a sad bookend to Braddock’s historic arc. Once the 
setting for a novel in which immigrants change a hellish company town 
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into a humble but solid home through their work ethic and collective 
struggle, Braddock today is the realistic- -looking backdrop for another 
writer’s realist description of America after nuclear holocaust. 

The question facing Mayor Fetterman and Braddock’s remaining 
residents is: When a town goes from Out of this Furnace to The Road in 
the space of three generations—from hell to heaven and then back to hell 
again—-what next? 


‘Green Jobs and Basketball Courts 


“Weve been taking a two-pronged approach,” Fetterman says to 
answer this question. “On one hand we have to make improvements in 
providing functional services and urban space for the existing resident 
base. When I took office, Braddock had no basketball court. No parks. 
No place to even walk your dog, except the street.” 


Given such a lack of the basic amenities of urban life, the first three. 


years of his term have seen some quick progress. Fetterman ticks off the 
accomplishments as he drives by them on another impromptu tour of 
town: Braddock’s first basketbal! courts have been constructed, and its 
functional green space increased substantially with abandonéd lots 
renovated into parks and gardens. A community-supported agriculture 
project called Pittsburgh Grow now operates an urban farm under the 
bridge into town. 

Good intentions and hard work only go so far without resources. 
Fetterman points out, “Braddock is an Act 47 community.” The term 
refers to the Pennsylvania legislature’s provisions for municipalities (many 
of them old steel towns like this one) that no longer have the tax base 
to support themselves. He describes the facts of life for a long-bankrupt 
' town with a disarming lack of spin: “We wouldn’t even have money for 
9ll service here, if we didn’t get a grant for it from the state.” 

Considering this reality, Fetterman continues, “So, the second half of 
the work I try to do is bring new things in. New people, new energy, 
new economic activity. Because if we cannot start to replace the people 
and the tax base that’s been lost, then there’s only so much we can 
.change.” Fetterman has been promoting the town to artists and urbanists 
seeking affordable live-work spaces away from the pretensions and costs 
of hipper cities like New York. 

“Weve had about twenty newcomers this way so far. That number is 
still small,” the Mayor concedes, “But what I think is important to look 
at is that these are creative people who are coming from what are called 
key cities—places like Providence, San Francisco, New York City, Boston. 
If people are making a choice to leave cultural capitals like that for a 
place like here, which does not necessarily have the amenities they’re 
accustomed to, | think it says something good for our ability to 
repopulate Braddock.” 
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Michael LeFevre at work renovating a tormer Catholic school. 
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Fetterman’s leg of the Braddock tour then ends up at the site of an 
old, long-abandoned Catholic school and convent that he and some of 
those new citizens of Braddock are renovating into an art gallery. Michael 
LeFevre—a young commercial painter who moved here with his wife in 
order to buy a home they would not have been able to afford back in 
Portland, Oregon—is lending a hand to finish the building’s ceiling. Two 
more Braddock revivalists, Jeb Feldman and Helen Wachter (a newcomer 
and a lifelong resident of the region, respectively) show off the fruits of 
their labor, reviewing the precious and historic architecture that has been 
saved and put to new use. 

Feldman—who arrived in pracdesk several years ago at Fetterman’s 





Above: An installation in the abandoned church that volunteers hope to 
convert into a community. art center. 


invitation to serve in the entirely voluntary post of deputy mayor—goes 
to great lengths to emphasize the respectful intentions of newcomers like 
himself. Artists moving in to poor urban neighborhoods like this one 
often have the unintended effect of sparking real estate development that 
displaces existing residents, and although Braddock has lost most of its 
people, there are still three thousand reasons to be worried about 
gentrification there. Feldman insists, however, “I’ve heard people we 
know in other places in Pittsburgh kind of scoff at what we’re doing, 
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and say they think we'll displace people. But I have never heard that 
from anyone who actually lives here.” 

Longtime North Braddock resident and executive director of the 
Braddock Carnegie Library, Vicky Vargo, is pleased with the work of the 
newcomers, but does acknowledge some concern about their potential 
impact. “I do think it’s possible, that they may get so many people to 
move here. that it changes things. But what | think is important,” she 
continues, “is that they don’t storm in, use the town up, and then move 
on to the next hip spot later on.” The new Braddock pioneers that she’s 
met, however, “have béen very respectful. The ones I have met went out 
of their way to ask the community that has stuck it out here wnat their 


_ needs are, what their vision for the town is.” 


Indeed, if Fetterman’s strategy is to both improve urban services for 
the existing old residents while also attracting creative new ones, some 
of the most dynamic results have come from mixing the two strategies. 
One new resident put his skills as a muralist to work with local kids on 
making a giant new “Welcome To Braddock” mosaic sign. Fetterman has 
championed the classic remaining small businesses of Braddock to 
newcomers, and the Elks Lodge bar has replenished its customer base by 
swearing in dozens of young new members and hosting punk shows. So 
many do-it-yourself renovations are under way in churches, stores, 
homes, and other buildings that hardly a block is untouched by the civic 


energy of Fetterman’s incoming Braddock enthusiasts. 


Tony Buba doubts the efforts will lead to gentrification. “The town 
lost 90 percent! They’ll never fill all the buildings. This whole region has 
had more empty properties than it will ever be able to fill, ever since the 
eighties,” he says. Certainly Braddock is a bit more off the beaten path 
than the upwardly mobile real estate of Brooklyn or San Francisco’s 
Mission District. It’s a very long bike ride from here to Pittsburgh’s 
college campuses (even on a fixed-gear bike), and the Monongahela Valley 
does not exactly have as many house-hunting yuppies as the Silicon one 
in California. 

Buba compares the newcomers to the local activists who first re- 
opened the library Vicky Vargo works at, saying, “In the late seventies, a 
group of activists got together to reopen the abandoned Carnegie Library, - 
and they had a lot of great programs out of there too. It was all part of 
a time here, when a lot of the socialists from the sixties...were getting 
jobs in the steel mills, getting involved in the union,” and producing a 
variety of media and art on blue-collar life in the area. 

While Buba does not fear an overabundance of success from the 
current efforts to revive Braddock, he does see a gulf between the 
newcomers and the remaining residents of the town. “Honestly, if you 
compare what these kids are doing to-that last wave of activism,” he 
says, “the group that did thé library had a lot more buy-in from the 
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black community in Braddock. Because, in the old days, blacks weren’t 
allowed in that library. So reclaiming the library was a project that 
generated a lot of enthusiasm at the grassroots. There was an energy 
from the civil rights movement and everything else. I don’t know that 1 ~- 
see that these days.” For Buba, Braddock’s future at this point comes 
down to jobs. “To really bring the area back to what it once was, people 
need solid well-paying jobs, families need a good. school district.” 

Vargo agrees, and points out that the bread-and-butter concerns of 
the town’s older residents don’t necessarily get quite the media attention 
the flashier artistic endeavors do. Pointing to a redevelopment at the site 
of another old abandoned factory at the edge of town, she says, “The 
development at that site is supposed to include an industrial park, and 
new housing construction and a park. So we may be able to get back 
some economic base to keep the young people here. If that connects to 
the projects the mayor has gotten going, I think we could be seeing 
some real improvement.” 

Mayor Fetterman has put a great deal of his hustle into job creation, 
as well. “With our contacts in groups that do youth service jobs, we’ve 
set up a summer jobs program for young people here.” Fetterman— 
normally a reserved, intimidating persona—positively glows when he 
speaks about the summer. jobs. “So in 2006 we had jobs for fifty teen- 
agers. They decided on their focus, and the program turned an 
abandoned lot into a garden in a single summer. We had a 90 percent 
retention rate,” Fetterman boasts. “Even Google doesn’t keep 90 percent 
of its employees!” 

Fetterman continues, “Green jobs and the arts are what drive youth 
employment in Braddock now. Which marries social welfare to greening, 
which heretofore has just been kind of an upscale consumer choice. Next 
summer we’ll have, hopefully, seventy-five jobs positions. We need more, 
because last summer we had ninety applications for the fifty jobs.” Gangs 
and the drug trade are some of the primary employers of young people, 
besides Fetterman’s program, and several young people die in street 
violence each year. Fetterman has the dates of each death tattooed on his 
right arm, opposite the tattoo of Braddock’s zip code. He concludes 
with, “What keeps me up at night is, what happened to the other forty 
kids that summer we didn’t have enough jobs for?” 


The Last Stake In Braddock’s Heart 


There is a strong environmental subtext to Fetterman’s program in 
Braddock. The first new businesses to open up there under Mayor 
Fetterman’s time in office are two workshops—one that converts diesel , 


engines to run on the ecologically sustainable alternative “bio-diesel,” 7 


and another that builds furniture from recycled materials. Moreover, 
Braddock has gone from having no parks to having both a large urban 
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garden and farm—and Fetterman sits on the board of the cae working 
to turn the nearby abandoned Rankin steel mill into a national park and 
open-air museum of the area’s industrial history. 

Beyond such grassroots efforts, there is a larger ecological vision 
implied in the entire project of reclaiming devastated urban space. In an 
age of skyrocketing fuel prices and global warming, in the coming 
decades the United States will be forced to cut its carbon footprint to a 
sustainable size. However, the built environment the country has 
constructed in the past fifty years will make such frugality incredibly 
difficult. The miles and miles of suburban sprawl that extend from rust 
belt to sun belt, full of enormous McMansions and ninety-minute 
commutes, will be a source of deep economic pain as energy costs 
continue rising. 

Rebuilding Braddock represents a different plan: to stay in the cities 
we've already built. Salvaging and renovating the town’s crumbling, 
beautiful, human-scale architecture is the ultimate in recycling. As 
Fetterman reiterates again and again, “In Braddock we can find adaptive 
new uses, for an urban world America left behind.” 

Such an innovative environmentalism makes the current threat to 
Braddock’s existence an especially bitter pill. Despite so much potential 
for a greener, economically viable Braddock, the Pennsylvania Turnpike 
Commission is dusting off old plans to run a new four-lane toll road 
expressway straight through the town. The proposed Mon-Fayette 
Expressway would provide some drivers with a faster commute, at the 
expense of demolishing a good bit of Braddock and its neighbors. 

Fetterman has little more than exasperated outrage for the fact that 
the first public works project to come to Braddock in decades is to tear 
up the town. “This expressway is a thirty-five-year-old monstrosity, and 
comes from an antiquated Robert Moses-style mentality to urban 
planning that other places are finally leaving behind,” Fetterman says. 
“The idea seems to be, to underestimate the costs, get it approved, and 
run it through where Braddock Avenue is today.” 

For an individual who has devoted so much effort to reviving a town 
many wrote off as a lost cause, Fetterman’s pessimism about Braddock 
under the Mon-Fayette seems uncharacteristic and vivid. “That 
expressway would be the last stake in the heart of Braddock.” 
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POETRY 


Happening upon the Exploding Sand 
Sculpture Competition. on TV 
DENISE BERGMAN 


Found: the proper distance 

Handprints the wind wiped away 

Small cone piles where a bird claw raked the tension loose 
Like crumbs 


From a swath of sand, preimagined 

History’s sputter, or granules of myth, rough in places 
Rough 

And detailed 


Color of tawn and if it rains, Jeather 
Color of itself core to surface 

Color of reuse | 

A seablue horizon floats its way up 


Cyclops, Einstein, Planet of the Apes, Indiana Jones 
The lone woman Betsy Ross sews on Gallileo’s stars 
Map of narrative | 

Chunks, clumps, wads, pieces, specks 


Eons of drafts of sand / earth of sand / sky of sand 
Deeded sand 

Air / sand o 
A smithereen lands at my feet 


Stand back when the shoulder rounds 

The corner rounds 

Too close if what you saw before / you saw 
Meant anything 


Denise Bergman is the author of Seeing Annie Sullivan, poems based on the early 
life of Helen Keller's teacher (2005), which was translated into Braille and made 
into a Talking Book. Her poems have been widely published. She conceived and 
edited City River of Voices, an anthology of urban poetry, and she was the author.of 
Keyhole Poems, a sequence that combines the history of twelve specific urban places 


with the present. An excerpt of her poem “Red” is permanently installed as public 
art in Cambridge, Massachusetts. 
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The Human Costs of Economic | 


Growth 
IMMANUEL WALLERSTEIN 


Amiya Kumar Bagchi, Perilous Passage: Mankind and the Global 
_ Ascendancy of Capital (Lanham, MD: Rowman & Littlefield, 2005), 
395 + xxiv pages, hardcover, $76, paper, $34.95. 


The great debate of social science for the last two centuries at least 
has been how to account for the extraordinary economic growth of the 
modern world. We all know the basic picture. The overwhelming majority 
of authors have argued that the story is that of the rise of the West. 
There have been, however, two opposing versions of this narrative. One 
is the Whig interpretation of history, which argues that it has been a 
story of steady social, intellectual, and moral progress whose explanation 
lies in some particular characteristic of the West (often just of England). 
In this version, the world is reaching its summit of progress today. The 
second version is Marxism, which has argued that the rise of the West 
is part of a larger story of steady dialectical and conflictual historical 
development. In this version, the present West-dominated world order 
will inevitably be superseded by another phase of historical development, 
in which capitalism will be replaced by communism. 

In the last twenty years or so, there has been an important counter- 
theorization to the “rise of the West,” which is centered around a 
discussion of Chinese history. It argues that China had beén the center 
of some kind of world system for a very long time, that it was 
temporarily eclipsed in the last two centuries by the so-called rise of the 
West, and that the pendulum is now (inevitably) swinging back to a 
Chinese-centered world. 

Amiya Bagchi does not agree at all with the Whig interpretation of 
history nor does he really buy the Chinese-centric narrative. Instead, he 
offers us a seriously modified version of the Marxist model. Or to put it 
in his own words, 


this book brings together the insights of the historians of war, 
and those of Marxist and world-system theorists to characterize 
the emergence and operation of actually existing capitalism as a 
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system that engages in unlimited combat, backed when necessary 
by arms, for the conquest of labor power, nonlabor resources, and 
markets. .(xi) 


While Bagchi is surely not the first to argue against the idea that 
markets and free trade are the key elements of capitalist development, he 
wants to do more than attack this view as an analytical description of 
the modern world. He wishes to center his attention on the degree to 
which economic growth under capitalism is very poorly correlated with 
human develapment, even in the West. His book is an attempt to analyze 
in detail the human suffering that has been at the basis of “the 
advantages reaped by the European ruling classes” (xiv). 

And while he agrees with the Chinese-centric school that the West 
had-no significant economic advantage over the Chinese and the Indians 
before the nineteenth century, he takes issue with them on two main 
questions. One is the significance of what happened in the early 
nineteenth century in the industrializing countries led by Great Britain. 
He says that 


there is a crucial distinction between a state (such as Qing China) 
that reins in the drive for unlimited accumulation and a social and 
political order (as in Hanoverian England) that promotes the 
unchecked centralization of economic power and thus facilitates 
the growth of factory-based industry. (xv) 


The second dissent is a sort of “so-what” argument. Suppose, Bagchi 
says, that China would have emerged in the nineteenth century as the 
supreme economic and military power rather than the West. It would 
have led to the same “marginalization and immiseration of vast numbers 
of people around the world” (xvi), to the benefit of Chinese rather than 
of Western elites. To what he considers the undialectical view of Gunder 
Frank and Kenneth Pomeranz based on neoclassical and monetarist 
economics, Bagchi asserts that 


we cannot regard human history as that of a tournament between 
different countries vying for the global market nor can we confine 
our attention to the working of passive market forces. (11) 


For Bagchi, capitalism is the culprit, not the West. And the damage 
it has wreaked has not merely been one of material spoliation. For 
Bagchi insists on the damage wreaked by the two dominant ideologies 
that accompanied capitalism-—that of racism and the civilizing mission 
(in unbroken continuity from the Iberian conquistadores to the Bush 
administration) and that of Malthusianism and social Darwinism, which 
translated into a view that the world’s resources are limited and 
therefore should/will only be shared by the “fittest.” 

As for the largely Marxist theories of imperialism—he cites 
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specifically Hobson, Hilferding, Luxemburg, Bukharin, and Lenin—Bagchi 
sums up his disagreements clearly: 


| have one major difference from most of the theories 1 have | 
sketched so briefly. Building partly on the work of Ragnar Nurkse 
and Matthew Simon, | have shown that the nonwhite colonies 
were primarily sources of surplus extracted by the capitalist 
powers and were not destinations of their net: investment, except 
perhaps in certain brief phases. In short, the colonies were not 
merely objects of conquest; they also provided a significant surplus 
to their colonizers. (271) . 


Basically, Bagchi’s whole case is made in a brief preface. The rest of 
the book gives the supporting evidence for the arguments. Part one lays 
out his theoretical position and seeks as well to explain the construction 
of the concept of the European miracle. Part two reconstructs European 
history between the sixteenth and eighteenth centuries in order to explain 
the breakthrough of the West. Part three elaborates the kinds of human 
damage caused in the non-Western world as a result of the triumph of 
capitalism throughout the world. “Much of the celebration of the 
European miracle is based on the art of forgetting” (81). Part four 
addresses the dangers facing humankind atthe present time as a result 
of capitalist growth. os 

The strengths of this magisterial work are numerous. Bagchi treats 
the modern world as a capitalist world, one that found its origins in 
Europe in the sixteenth century. In this he is faithful to the vision of 
Marx. As he says: | 


I find the notion of capitalism as a mode of production still useful 

for distinguishing, say, China or India of the eighteenth century 

from England or the Netherlands of the same period. This use is 
fully. consistent with my occasional use of the idea of hierarchies 

in the circuits of exchange that Braudel so fruitfully 

employed. (177) . 

Furthermore, Bagchi analyzes this capitalist world not in terms of 
how much growth it made possible but how much human development it 
made possible, and in this regard he finds it very wanting. One of his 
principal services to readers is his pulling together of the demographic 
literature on life expectancy, the public health literature on disease 
prevention and cure, data on nutrition, income levels, and the various 
forms of labor coercion to give us a nuanced picture of human 
development over time and throughout the world, one that is 
differentiated by geography, age cohorts, and gender. 

He also presents a comprehensive comparative picture of the historical 
economic development of China, India, and Japan, and their relation to 
what happened in Europe and North America. It is hard to suggest 
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another work that does this in as small a space, so clearly, and based on 
such extensive acquaintance with the empirical literature. 

My one reservation is that, for someone so devoted to dissecting 
academic myths, Bagchi has paid no attention to the now quite extensive 
literature that raises into considerable doubt the “industrial revolution” 
as something that occurred primarily in England and primarily at a given 
moment in time (from the end of the eighteenth to the early nineteenth 
centuries). 

Actually, he himself throws some cold water on the idea by talking of 
two, possibly three “axial ages”—the first being that of the late 
eighteenth to early nineteenth centuries, the second occurring in the late 
nineteenth to early twentieth centuries (and in some places he says “only 
after 1945”), and a possible third one occurring now. He does say that 
the improvement in the European standard of living occurs only in his 
second: axial age. He doesn’t really spell out what is supposed to be 
happening in the third. 

But Schumpeter already showed in his book on business cycles that 
similar “axial ages’—Schumpeter does not call them that—could be 
found at a number of moments in the sixteenth to eighteenth centuries. 
It is not that machine production is unimportant. It is rather that it has 
been produced by a series of bursts forward that have been going on 
continually for four centuries. Just as the West invented the concept of 
the European miracle because it was ideologically useful, there is good 
reason to believe that the West (more specifically Arnold Toynbee) 
invented the concept of the single “industrial revolution” for similar 
ideological purposes. 

But, having laid out my one major reserve, I must say it is refreshing 
to have Bagchi’s voice added to the rather small list of important works 
on the origins and development of the modern world. The fact that he is 
an Indian well grounded in India’s own economic history gives him a 
vantage point on the overall process that allows him to insert elements 
into our collective efforts that might otherwise have escaped us. One can 
only hope that the book will have a wide international reading public. 


EAN 


The U.S. economy is being propelled forward in the present weak 
recovery largely by growth in personal consumption, even as real wages 
are declining. The main factor holding up consumption is borrowing on 
the basis of increased home values—or a housing bubble....The housing 
bubble may well be stretched about as thin as it can go without 
bursting. 

~-John Bellamy Foster, Harry Magdoff, Robert W. McChesney, 
“What Recovery?,” Monthly Review, April 2003 
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Why Orthodox Economics Fails 
CARLOS J. CASTRO 


Michael Perelman, Railroading Economics: The Creation of the Free 
Market Mythology (New York: Monthly Review Press, 2006), 238 
pages, paperback, $20.00. 


Paul Krugman in Development, Geography, and Economic Theory 
contends that the reason some economic theories are not widely engaged 
by economists is because they cannot be modeled mathematically. He 
goes on to highlight many good ideas that cannot be modeled 
mathematically. Michael Perelman in Railroading Economics: The 
Creation of the Free Market Mythology argues that there is another 
reason that economists do not accept these theories: some theories are 
rejected for ideological reasons because in economics, the orthodoxy is 
the free market. Perelman quotes Francis A. Walker, the first president 
of the American Economic Association, who said that laissez-faire “was 
not made the test of economic orthodoxy, merely. It was used to decide 
whether a man were an economist at all” (102). In other words, to be an 
economist, especially in the post-Soviet era, requires one to agree with 
the free market—that is, to believe that the market allocates resources 
efficiently, and that the job of the economist is to get the prices right. 

Perelman’s Railroading Economics is a radical critique of this type of 
economics—the one that is practiced today. For some of us who studied 
economics, and who disagree with the theoretical paradigm behind it, 
what Perelman says rings true. In economic classes very few professors 
allow philosophical discussions. Students are trained to construct utility 
maximizing and equilibrium models without a discussion of the political 
philosophy and theoretical paradigm behind them. So, students come to 
accept many of the assumptions that supposedly undergird these models. 
For example, in economic theory—which has been reduced to 
microeconomics today~it is assumed that more is better, that 
individuals are rational (that is, utility maximizing individuals), and that 
the market is efficient. The students, either because they agree with this 
philosophy of economic liberalism, or because they are not made aware 
of it, end up accepting it as an accurate portrayal of social reality. The 
economic models, they are told, are abstractions, and this is because 
economics, like the other social sciences, constructs theories that explain 
the behavior of individuals and groups. People may not be aware of why 
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they do what they do, it is contended, but we can explain people’s 
behavior based on economic theories tested by facts. 

Really? The problem with this statement is that it is too general and 
can justify any theoretical abstraction. The real question is whether the 
facts support the theoretical paradigm. Perelman argues that in the case 
of orthodox economics they do not. According to him, the models used 
by economists, those of microeconomic theory, are those of the free 
market, and these models reflect neither how the world works nor how 
it ought to work. Other social sciences, like sociology, have a diversity 
of paradigms. In economics the core philosophy of the profession is that 
of economic liberalism as espoused by the classical economists, with the 
exception of Marx of course, and the marginalists, who started 
neoclassical economics. In microeconomics, the political philosophy of 
Adam Smith, David Ricardo, William Stanley Jevons, Carl Menger, Leon 
Walras, Alfred: Marshal, and Milton Friedman, applied to economic 
problems, dominates the’ profession. In sociology this theoretical 
paradigm is known as rational choice; Gary Becker, who won the Nobel 
Memorial Prize for applying this paradigm to sociological issues, calls it 
simply “the economic view.” This tradition, of course, is very amenable 
to mathematical modeling, and this is why, perhaps, it is at the core of 
a proféssion that deals basically with numbers. Mathematics makes it 
look very rigorous and scientific. 

Yet, economics claims to be a science directed at the explanation of 
economic phenomena. It is not supposed to be an intellectual enterprise 
for art’s sake only. The economic models have to explain the world 
outside the ivory tower—the real world. Perelman dismantles the 
dominant economy theory, exposing how free market ideology runs 
counter to a scientific enterprise. He shows how the basic microeconomic 
model of supply and demand is essentially a free-market model. He 
discusses how it does not account for sunk costs, and therefore cannot 
explain investment. So the profession is left with such unscientific 
notions as “animal spirits,” completely incongruent with the rational 
individual that lies at the core of microeconomics. Because it cannot 
account for investment, it cannot account for the “barriers to entry,” 
which were what led to oligopolies and monopolies, the very things that 
dominate late capitalism. In other words, it cannot explain how the real 
world works. 

Perelman also examines why the world should not work according to 
the logic of the free market. The free market has been shown to fail 
again and again. From the railroads in the nineteenth century, the Great 
Depression, the Savings and Loans scandals of the 1980s, to the recent 
housing bubble meltdown and financial crisis to cite only some examples 
from the United States, the market has proven to be irrational from the 
point of view of society as a whole. It is no wonder that businessmen, as 
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Perelman shows, have not been completely committed to the idea of the 
free market, and as a result they have called for government intervention 
.. when this furthers their interests. Perelman provides empirical evidence 
that businessmen like Andrew Carnegie and J. P. Morgan were not 
convinced about the virtues of the free market. Even economists like 
John Bates Clark, who was known as a proponent of the free market and 
who taught neoclassical economics, had thrown away this model in 
practice, because he saw that capitalism was becoming less competitive, 
as in the case of the railroads. Clark was against the free market in 
practice, at the same time that he taught it as economic theory at the 
university. 

What Perelman calls “Clark’s schizophrenic attitude toward 
competition” (98) can be explained by the fact that he faced a chasm 
between theory and practice, which is something that some liberal 
economists face today. At least this is what the New York Times has 
reported about Paul Krugman and Lawrence Summers, who support free 
markets and free trade, but who now see that in real life there are many 
problems, such as the de-industrialization of the rich countries and the 
loss of the well-paying jobs that came with it. Their problem is that they 
‘have an ideology and believe it is a theory. The firm belief of 
microeconomics is that if the world worked like the theory, that is, if it 
were a free market, then there would be efficiency and economic growth, 
and everybody would be better off. But this is a belief, not a fact. The 
free market just produced a major housing bubble and a banking crisis, 
as Marxist political economy had predicted, and this crisis will mean 
more hardship for millions of working people around the world. A 
scientific ethos requires that if the theory does not explain the facts, the 
theory is wrong. Are Krugman and Summers going to get rid of the 
theory or are they going to be schizophrenic as was Clark regarding free 
market ideology and practice? 

There is, to be sure, a part of economics that deals with non- 
competitive markets. But this is relegated to the second part of 
microeconomic textbooks, and it is taught at the end of the term. By 
then, the supply and demand curves, derived from the marginal cost and 
marginal benefit curves, have become the foundation of the profession. 
Other courses in economics, such as labor economics, urban economics, 
or environmental economics, are built around the concepts taught in the 
first part of microeconomics, which deals with competitive markets. 

Building on Marx’s criticism of political economy and Baran and 
Sweezy’s criticism of economics, Perelman’s critique aims at the core of 
economic theory. His exposé and insights will help people understand 
why the great majority of economists believe in the free market and 
support the agenda of free trade, and why most of them failed to foresee 
the current banking crisis. It unveils how this ideology is employed to 
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“naturalize” a system predicated on endless accumulation. At the same 
time, he provides insights concerning the shortcomings of this 
theoretical perspective, which has been hegemonic for the last two 
decades, and which has promised untold riches for everybody; but 
instead has undermined the standard of living of the majority of working 
people, accelerated environmental destruction, and increased social 
inequality within and among nations. In this, he helps us see beyond the 
constraints of the current economic debate, allowing us to ask big 


questions regarding what type of economy would actually serve human 
‘needs, rather than one driven by the logic of capital. 


RAILROADING ECONOMICS 


The Creation of the Free Market Mythology 
Michael Perelman 
t ISBN: 81-88401-17-X; Pages: 238; Rs. 150.00 
CORNERSTONE PUBLICATIONS 
Ramesh Dutta Sarani, P.O. Hijli Co-operative 


KHARAGPUR-721306, West Bengal, India 
e-mail: cornerstone_pub@sancharnet.in 





MONTHLY REVIEW: €e- 2%" Fifty Years Ago 


Pasternak is an outstanding writer whose work deserves to be widely 
published and to be judged on its artistic merits. The Soviet leadership 
refused to allow his latest book [Dr Zhivago] to be published in the 
USSR and now condemns it in the kind of vulgar, anti-intellectual 
terms which would do credit to a Goebbels...The Pasternak affair 
spotlights grave evils in the Soviet Union. Censorship of books and 
persecution of authors are barbarian practices....The affair shows...the 
emerging outlines of an educated and sophisticated public which is 
growing increasingly restive at being kept in leading strings by a 
dictatorship which acquired its standards and habits of mind in a 
different era. In the long run, no doubt, this public will have its way.... 


--Leo Huberman and Paul Sweezy, 
“The Pasternak Affair,” Monthly Review, December 1958. 
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The historic testimony by former Federal Reserve Board chairman 
Alan Gteenspan before the House Committee of Government Oversight 
and Reform on October 23, 2008, represented such a startling turnaround 
for an individual previously given such nicknames as “Maestro” and 
“Oracle,” that it might well have been entitled “The Education of Alan 
Greenspan.” Taken to task for the enormous and still growing economic 
disaster, Greenspan acknowledged that he was “shocked and dismayed” 
by the emergence of what he called a “once-in-a-century credit tsunami.” 
In his effort to account for the complete failure of foresight at the Fed, 

>^ Greenspan explained that the supposedly sophisticated asset pricing 
models that he and others in the financial community had relied on had 
been based almost exclusively on the experience of the last two decades 
during a period of rapid financial expansion, and had failed to 
incorporate the negative shocks visible from a longer-term historical 
perspective. As Greenspan himself put it, “The whole intellectual 
edifice...collapsed in the summer of last year because the data inputted 
into the risk management models generally covered only the past two 
decades, a period of euphoria. Had instead the models been fitted more 
appropriately to historic periods of stress, capital requirements would 
have been much higher and the financial world would be in far better 
shape today” (“Greenspan Testimony on Sources of Financial Crisis,” Wall 

e Street Journal, October 23, 2008; see also “Greenspan Says He Was Wrong 
on Regulation,” Washington Post, October 24, 2008). 

The extreme short-sightedness of building models on “a period of 
euphoria” and ignoring “historic periods of stress” meant that the 
historical reality of capital accumulation was simply written out of the 
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analysis. As Marx explained, overproduction of capital inevitably leads to 
periods of massive devaluation, by which the system prepares the ground 
for a further expansion. “Business is always thoroughly sound, and the 
campaign in fullest swing, until the sudden intervention of the collapse” 
(Capital, vol. 3, chapter 30). 

“It is too bad,” Floyd Norris, economic columnist for the New York 
Times, noted, “that Mr. Greenspan never appreciated the work of Hyman 
Minsky, who understood that stability is destabilizing, and there will 
come times when the very calmness of markets, and lack of apparent 
risk, causes investors to take ever greater and greater risks.” In fact, 
Minsky, building on the work of Marx, Keynes, and Kalecki (see the 
Review of the Month in this issue), developed an analysis of financial 
instability as an “inherent flaw” of a capitalist economy, leading to the 
danger of deep depression and prolonged stagnation—if the lender of 
last resort function of the government should fail. It was this financial 
instability hypothesis—together with the interaction between stagnation 
and financialization, as emphasized for many years in these pages—that 
was most conspicuously absent from the arcane models constructed by 
Greenspan and other orthodox economists. As a result “the whole 
intellectual edifice” of neoliberal economics has proven bankrupt and has 
now visibly “collapsed” (Floyd Norris, “Greenspans Lament,” 
norris.blogs.nytimes.com, October 23, 2008). Those wanting a fuller, 
more systematic treatment of these issues will be interested in The 
Great Financial Crisis: Causes and Consequences by John Bellamy Foster 
and Fred Magdoff, forthcoming from Monthly Review Press in January 
2009. It can be ordered online at www.monthlyreview.org or by calling 
1-800-670-9499, 

As Istvan Mészáros powerfully demonstrates in his new work, The 
Challenge and Burden of Historical Time (Monthly Review Press, 2008), 
the deep-seated problems of capital accumulation that we are now 
encountering are due to the “structural imperatives” of capitalism. This 
means that “it is impossible to significantly alter them without 
envisaging a qualitative different structural framework” (384). Mészaros’s 
aim in his book, Venezuelan president Hugo Chavez points out, is to 
provide the intellectual means with which “to take to the offensive— 
throughout the world—in moving toward socialism.” We strongly urge 
MR readers to obtain a copy of The Challenge and Burden of Historical 
Time and to study it, passing on to others the ideas that it conveys of 
“a qualitatively different structural framework” of society. (On ordering 
see the previous paragraph.) 

In anticipation of Monthly Review’s sixtieth anniversary celebration in 
April 2009, we would appreciate hearing from anyone who has home 
movies or videos of Harry Magdoff, Paul Sweezy, Leo Huberman, Harry 
Braverman, or Paul Baran. Please contact Martin Paddio at 
mreview@igc.org or call 212-691-2555. ; 
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Causes and Consequences 


by John Bellamy Foster and Fred Magdoft 


The bursting of the housing bubble and the ensuing 
4 financia! debacle have left most people, including many 
i economists and financial experts asking: Why did this 
% happen? If they had been reading Monthly Review, and were 
familiar with such articles as “The Household Debt Bubble,” 
inkau “The Explosion of Debt and Speculation,” and “The 
mt ae Ea ERNE] Financialization of Capitalism,” they would not have needed 
ihe R eS? + ask, In their new book, The Great Financial Crisis: Causes 
and ‘Consequences, Monthly Review editor John Bellamy Foster and long-time 
Monthly Review contributor, Fred Magdoff, update this analysis, exploring the 
whole course of what is now known as “the worst financial crisis since the Great 
Depression”: from the debt explosion and housing: bubble to the subprime 
debacle and federal bailout. They argue that this latest financial crash, although 
greater than any since 1929, is itself a symptom of deeper problems connected 
to the stagnation of the “reai” or productive economy of mature capitalism. 
Financial bubbles have become the chief means of countering stagnation, but 
these inevitably burst, bringing the underlying economic problems back to the 
surface. The only recourse of the system: new and bigger bubbles, leading, as 
they too pop, to still greater financial crises and worsening conditions of 
production—in what has now become a vicious cycle. 

With this as their key, Foster and Magdoff are able to examine the complex 
interconnections associated with rising debt, weakening production and 
Investment, stagnant wages, burgeoning unemployment, rapidly growing class 
inequality, spiraling global economic instability, and spreading militarism and 
imperialism. At the center of the story is the latest phase of capitalism, 
“monopoly-finance capital,” that has generated a giant casino economy and 
promotes enormousiy exorbitant, expioitative, and corrupt practices as well as 
violence abroad—~all geared to finding and protecting profitable ways to invest 
the corporate capital surplus. Meanwhile, the real, pressing needs of most 
people in the society go unaddressed. The only genuine way out of trap, The 
Great Financial Crisis argues, is the promotion of those very measures—such as 
massively expanding socially useful public spending, improving the security of 
the working class, and democratizing ownership of productive property—that are 
invariably opposed by the current system of wealth and power. If the legendary 
Mother Jones was right, and we must educate ourselves for the coming 
struggle, then this book is today’s most essential reading. 
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curious memory of the past. And given what we know of the finance- 
related contribution to recent growth rates, a sharp decline is indeed 
inevitable—and the only reason that it will not be more severe is that 
Chidambaram’s aggressive privatisation program for the finance sector 
was effectively resisted. It is evident to al] now that the private finance 
sector is in trouble deep, while the state banking sector stands firm. 
Growth in the real economy has also ceased. The Index of Industrial 
Production (IIP) has been slowing for months, and in October recorded 
its first year-on-year decline since April 1993, dropping 0.4% compared 
to October, 2007. The manufacturing component of the IP fell yet more 
sharply, by 1.2%. November shall be worse, as it is already announced 
that passenger car sales declined 19% in that month. The HP decline 
was offset by an increase in the mining sector, an offset that is unlikely 
to continue given the global collapse in mining. Insofar as finance-sector 
explosion led to increased real economy activity by bolstering the 
effective demand of the new high-consuming (and credit-worthy) strata 
via credit expansion, to at least the same degree the contraction of 
credit contracts their demand and the real economy. In October the 
decline in manufacturing was led by a three percent drop in consumer 
durables. It is clear that an industrial pullback is now under way, and 
certain that the rate of growth in the economy as a whole shall sharply 
decrease. 

The 1991 “reforms” led to the “Washington Consensus” expansion of 
the export sector, with results that exaggerate the effect of the global 
capitalist crisis. India’s trade to GDP ratio increased from 15 percent to 
34.8 percent between 1990 and 2007. Exports have grown at an average 
annual rate of 23 per cent (in dollar terms) since 2002-03. In October, for 
the first time in five years, exports fell year-on-year. October exports 
were 12 per cent lower than the corresponding month of 2007. Severe job 
cuts have been reported in the textile sector, which employs 3.5 crore 
workers, There have been 7 lakh job losses reported by November, with 
speculation of as many more by January. And of course the young 
“globalised” IT sector is very exposed. The Economic Times explained: 
“In India, around 60 percent of the companies operating in the IT-BPO 
sector have been working for American financial corporations like 
Goldman Sachs, Washington Mutual, Citigroup, Bank of America, Morgan 
Stanley and Lehman Brothers. Tata Consultancy Services and Satyam 
Computers have been working for Merrill Lynch, and Wipro has a 
number of American corporations as its clients that are bruised by the 
present collapse.” The article added: “It is anybody’s guess that layoffs 
are certain to take place in Bangalore, Hyderabad, Chennai, Gurgaon, 
Noida, etc.” It predicted that 2.3 million young employees working in 
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BPO and other IT sectors would be affected by the financial crisis. 

As for the most immediate effect of the global capitalist crisis, 
nothing compares to the outflow of foreign institutional investment from 
the equity market. Over the financial year 2007-08, net FII investment 
inflows into India amounted to $20.3 billion. Since July, Fils have pulled 
out more than $12.5 billion so far and the rupee has fallen by 20 percent. 
The Sensex index that in its rise from the 4,000 range in 2002-3 to over 
20,000 at the start of 2008 produced both endless ecstatic drivel in the 
business press and a flood of FI, has tumbled, down to the 9,000 range 
as we write. The WEF-CII report, released ahead of the India Economic 
Summit that began on 16 November, said that “India’s dependence on 
capital flows to finance its current account deficit is a macroeconomic 
risk and the global crisis could generate a sharp increase in capital 
outflows and a reduction in the availability of finance.” In summary, as 
the winter of 2008 begins we are faced with a widening current account 
deficit, depleting foreign exchange reserves, depreciation of the rupee, 
the emergence of a balance of payment problem, credit crunch, and an 
accellerating contraction in industria] production. 

It is surely appropriate that this moment should see the departure 
from the Finance Ministry of Chidambaram, as the “Washington 
Consensus” policies that he attempted to impose on the Indian economy 
suffer a total squalid collapse. Such protections as India has from the 
global credit implosion lie precisely in those capital market and currency 
controls that Chidambaram sought relentlessly to destroy. Dishonest to 
the end, in his last weeks as Finance Minister Chidambaram sought to 
deny the evidence of the approaching contraction as shown by the 
negative trend of the Index of Industrial Production. As Amiya Kumar 
Bagchi said in an interview with Radical Notes, “it is disingenuous of 
the Finance Minister to call the IIP ‘not very reliable’ when his 
government has done so much to massage the official statistics so as to 
produce a favourable picture of its performance in the economic field”. 

Already Chidambaram’s programme for further financial sector 
“reform” is but a bad memory. The Government hints at different 
packages to arrest the slowdown of the economy, including the increase 
of public expenditure and public debt. The different parties propose 
strict controls for the financial sector, reversing those financial sector 
“reforms” put into effect. No-one defends the “Washington Consensus” 
policies that have produced the disaster, but as yet no-one is questioning 
the policy itself: the focus on exports, foreign capital and technology, 
and on 10-15% of the population as “modern” consumers. The business 
press has been reduced to babbling, and is taken by surprise and shocked 
by each new piece of economic news, even when it is no more than a 
continuation of a marked trend. The old religion, as set out by U.S. 
Treasury Secretary Paulson in Beijing in March, 2007 (“[a]n open, 


ANALYTICAL MONTHLY REVIEW / DECEMBER 2008 63 


aaae Hha unaa sape eee eee eee P eee MMM IM 


EDITORIAL 


competitive, and liberalized financial market can effectively allocate scarce 
resources in a manner that promotes stability and prosperity far better 
than governmental intervention’), is dead. But the discussion of the path 
of planning and democratic socialist management has not yet come to 
life. We suggest this impasse is in part due to the inevitability that any 
such programme must first address the unfinished business of Indian 
Independence, the failure to carry out the agrarian revolution in the 
countryside, where to this day most people live. 

And when the discussion does begin, it must take as its subject 
matter more than economics or politics in isolation, but political] 
economy. From the perspective of political economy there has been a 
single over-arching process at work, the subjugation of India by world 
imperialist capital—a global capital market dominated by the United 
States—with inter-related consequences in the economy, international 
relations, domestic politics, and culture, including intellectual discourse. 
British colonialism successfully relied for generations upon a broad base 
of (often tacit or even disguised) co-operation and support in the 
possessing classes, including the Congress leadership. Only with its 
global crisis in World War Two could colonial hegemony be shaken, and 
Independence become possible. Today the hegemony of imperial capital 
in India is at least parallel in power and sources of support, but its 
global crisis also opens the possibility for carrying forward the aborted 
promise of Independence: revolutionary change in the countryside and 
self-determination for the great majority. 


.- NEW CORNERSTONE BOOK 


Four Lectures on Marxism 
by Paul M. Sweezy 


Contents: 
Preface 
Lecture 1: Dialectics and Metaphysics 
Lecture 2: The Contradictions of Capitalism 
Appendix A: The Law of the Falling Tendency of the Rate of 
Profit 
Appendix B: Competition and Monopoly 
“Lecture 3: Center, Periphery, and the Crisis of the System 
Lecture 4: Marxism and the Future 


ISBN: 978-81-88401-17-8; Pages: 97, R.55.00 





64 i ANALYTICAL MONTHLY REVIEW / DECEMBER 2008 


Vol. 6, No. 11. February 2009 | Rs. 25.00 


\Why V. if hae _ The Labor 
sulle ~ 





oe =} _Movement— 
| yi H -Al e » o 
Still Matter A/G & Radical Vision 


S D. YATES DAVID BACON 
| 
| 


s " $ oie 7 OF 
X h xz oge e Cr aa ting n ee g - alk S. Ta 
‘ 
| 
ł 


JOHN BEREAN R AND ROBERT W. TERE 


A e a aeee e e 
Saran eer ce ee m a 





P ey oe ee me ee a a od 
re —_ were ee i ery BR, SY mention nn VeA Me mena ge 


paes boaii E Derek Wall’s 


iai i 
‘Revolutionary Advance : Babylon and Beyond 
SAMIR AMIN | Review by SARAH GREY 





ANALYTICAL MONTHLY REVIEW — 


February 2009 
VOL.6 NO.11 





REVIEW OF THE MONTH: : m 
A New New Deal under Obama? ; 

John Bellamy Foster and Robert W. McChesney o..00.........:ccccccsssssssesscoseeneesenes J 
Nepal, a Promising Revolutionary Advance f 

SAM A aaia ET E T T eee 12 
Why Unions Still Matter l 

Michael De Xats nioi an a AT 
A Radical Vision for Today’s Labor Movement: 

The Importance of Internationalism and Civil Rights 

David Bacon ron ana A a ea Ee E E NT 27 | 
REVIEW: | 3 
Open Source Anti-Capitalism l 
Sarah Grey enaa a a ee A a ere 33 
SPECIAL SUPPLEMENT: 

The Path to Human Development: Capitalism or Socialism? 

Michael A. Lebowitz Stes Sabres aces E EE E PE E E E oa cea AET E A 37 
Commentary ........ E E A N E OE meietvenaie 60 l 





Editorial 

We have lost twice over from the late November terror attacks in 
Mumbai. We must add to the anguish of the loved ones of the poor people 
who were murdered as they waited for trains at VI—and who received 
but a tiny fraction of the medias attention—the anguish of innocent poor 
people yet unknown who shall fall prey to the lawless arrests and police 
torture that shall with certainty follow from the “anti-terror” legislation of. 
December 17*, 

Why do we say “with certainty”? The legislation follows two earlier 
models, the Prevention of Terrorism Act and its predecessor, the Terrorist 
and Disruptive Activities (Prevention) Act. These acts gave rise to 
frightful abuse; they offered impunity to the police for unlawful arrests 
`- and torture in custody. Official review of the use of TADA, under which 
close to 70,000 were arrested (and but 725. convicted), found the 
provisions of the Act inapplicable in over 90% of the cases. POTA was, if 
anything, yet more abused. 

The National Investigation Ce (NIA) Act, establishing a new 
national secret police, and the Unlawful Activities (Prevention) 
Amendment (UAPA) Act, radically diminishing legal protections for those, 
accused of terrorism by the police, were passed by both houses of 
Parliament the day after the bills were introduced, with minimal attention 
to, or discussion of, their text. Provisions of UAPA, provided certain words 
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A New New Deal under Obama? 
, JOHN BELLAMY FOSTER AND ROBERT W. MCCHESNEY 





With U.S. capitalism mired in an economic crisis of a severity that 
increasingly brings to mind the Great Depression of the 1930s, it should come 
as no surprise that there are widespread calls for “a new New Deal.”' Already 
the new Obama administration has been pointing to a vast economic stimulus 
program of up to $850 billion over two years aimed at lifting the nation out of 
the deep economic slump.’ 

The possibility of a new New Deal is to be welcomed by all of those on 
the left, as promising some relief to a hard-pressed working population. 
Nevertheless, it raises important questions. What are the real prospects for a 
new New Deal in the United States today? Is this the answer to the current 
economic crisis? What should be the stance of the left? A full analysis of all 
the issues would require a large volume. We shall confine ourselves here to a 
few points that will help to illuminate the challenges ahead. 

The New Deal was not initially an attempt to stimulate the economy and 
generate recovery through government spending, an idea that was scarcely... 
present in the early 1930s. Rather it consisted of ad hoc salvage or bailout 
measures, principally aimed at helping business, coupled with work relief 
programs. The lion’s share of New Deal expenditures at the outset were 
- devoted to salvage operations. As Harvard economist Alvin Hansen, Keynes’s 

leading early follower in the United States, explained in 1941 in his Fiscal 
Policy and Business Cycles, 


For the most part, the federal government [in the New Deal era] engaged in a 
salvaging program and not in a program of positive expansion. The salvaging 
program took the form of refinancing urban and rural debt, rebuilding the 
weakened capital structure of the banks, and supporting railroads at or near 
bankruptcy....[T]he Reconstruction Finance Corporation, the Home Owners’ 
Loan Corporation, and the Farm Credit Administration poured $18 billions into 


John Bellamy Foster is editor of Monthly Review and professor of sociology at the University of 
Oregon. He is coauthor, with Fred Magdoff, of The Great Financial Crisis: Causes and Consequences 
(Monthly Review Press, January 2009) among numerous other works. Robert W. McChesney is the 
Gutgsell Endowed Professor in the Department of Communication at the University of Illinois at 
Urbana-Champagne. His most recent book is The Political Economy of Media: Enduring Issues, 
Emerging Dilemmas (Monthly Review Press, 2008). The authors would like to thank Hannah 
Holleman and Fred Magdoff for their assistance in relation to this article. 
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these salvaging operations. The federal government stepped into the breach and 
supported the hard-pressed state and local governments—again a salvage 
operation... 


That a salvaging program of this magnitude was necessary was, of course, due to 
the unprecedented depth of the depression reached by early 1933....Under such 
circumstances the economy dries up like a sponge. Vast governmental 
expenditures, designed to float the “sponge” to a high level of prosperity, are 
instead absorbed by the sponge itself. The expenditures seemingly run to waste. 
This is the salvaging operation. Only when the economy has become thoroughly 
liquid can further funds float it to higher income levels. A deep depression requires 
vast salvaging expenditures before a vigorous expansionist process can develop.? 


Federal spending on public works, which has become almost synonymous 
with the New Deal in popular culture, expanded nearly every year from 1929 
to 1938 (see table 1). Yet, total government spending on public works did not 
regain its 1929 level until 1936, due to drops in state and local public works 
spending that undercut the federal increases. At first, state and local 
governments had responded to the deep slump by increasing their public works 
outlays. However, within a couple of years their resources were largely 
exhausted and their spending on public works dropped below that of 1929. 
By 1936, state and local public works expenditures were less than half their 
1929 level. Hence, for most of the depression decade “the federal 
government,” as Hansen observed, “only helped to hold back the receding 
tide.” Despite the fact that federal outlays in this area had increased by 
almost 500 percent, total government public works expenditures rose only 12 
percent over the period, not enough to offer much of a stimulus to the overall 
economy. 

It was only later on in the depression decade, in what historians have 
called the “second New Deal,” culminating in Roosevelt’s landslide 1936 
election victory, that the emphasis shifted decisively from salvage operations to 
work relief programs, and other measures that directly benefited the working 
class. This was the era of the Works Progress Administration, headed by 
Harry Hopkins, along with other progressive programs and measures, such as 
unemployment insurance, Social Security, and the Wagner Act (giving the de 
jure right to organize). These advances were made possible by the great 
“revolt from below” of organized labor in the 1930s.4 The WPA spent $11 
billion and employed 8.5 million people. It paid for the building of roads, 
highways, and bridges. But it did much more than that. The federal school 
lunch program got its start with WPA dollars. Indeed, what distinguished the 


WPA from other work programs was that it employed people to do the things — 


that were needed in all areas of society, working at jobs they were already 
equipped to do. The WPA financed over 225,000 concerts. It paid artists to 
paint murals and actors to do stage productions.” 
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Table 1. Outlays for public works (millions of dollars), 1929-38 


Year Federal public State and local Total government 
i works & aid public works- public works 
; -~ to local units . 
1929 , 357.. 2,952 3,309 
1930 445 | 3,288 3,733 
1931 = 540 2,884 3,424 
1932 590 1,949 2,539 
1933 785 1,133 1,918 
1934 1,266 1,208 2,474 
1935 1,433 1,125 2,548 
1936 2,180 | 1,316 3,496 
1937 1,938 ` 1,391 3,329 
- ` 1938 2,099 1,612 3,711 


Source: Alvin H. Hansen, Fiscal Policy and Business Cycles (New York: W. W. Norton, 
; 1941), 86. 


None of this conformed to the later precepts of Keynesian economics. As 
late as 1937, Roosevelt’s New Deal administration had still not given up the 
goal of balancing the federal budget—a core aim of Secretary of the Treasury 
Henry Morgenthau Jr—even in the midst of the Great Depression. It thus 
clamped down on federal spending, with expenditures being reduced in the 
budgets for fiscal years 1937 and 1938. Meanwhile the new Social Security 
program, passed in 1935, began taxing workers in fiscal year 1936 based on 
regressive payroll taxes, with no payouts for old age insurance supposed to 
occur until 1941, thereby generating a massive deflationary effect.® 

These and other contradictions came to a head in the recession of 1937— 

~ 38, during which the recovery that had been taking place since 1933 suddenly 
came to a halt prior to a full recovery, with unemployment jumping from 14 to 
19 percent. It was only in response to deepening economic stagnation that the 
Roosevelt administration was at last induced to move decisively away from its 
attempt to balance the federal budget,. turning to the strategy promoted by 
Federal Reserve Board Chairman Marriner Eccles of utilizing strong 
government spending and deficit financing to lift the economy. These actions 
corresponded to the publication of An Economic Program for American 
Democracy, signed by Richard V. Gilbert, George H. Hildebrand Jr., Arthur 
W. Stuart, Maxine Y. Sweezy, Paul M. Sweezy, Lone Tarshis, and John D. 
Wilson—a group of young Harvard and Tufts economists representing the 
Keynesian revolution. This work was a Washington D.C. bestseller and 
_ immediately became the intellectual defense after the fact for the New Deal 
expansionary policies of 1938-39.’ Nevertheless, the stimulus measures 
adopted at this stage were too meager to counter the conditions of depression 
that prevailed at the time. What rescued the capitalist economy was the 
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Second World War. “The Great Depression of the thirties,” John Kenneth 
Galbraith wrote, “never came to an end. It merely disappeared in the great 
mobilization of the forties.”® 

But this raises further questions. As Paul Baran and Paul Sweezy asked 
in Monopoly Capital in 1966: “Why was such an increase [in government 
spending} not forthcoming during the whole depressed decade? Why did the 
New Deal fail to attain what the war proved to be within easy reach? The 


answer to these questions,” they contended, “is that, given the power structure ' 


of United States monopoly capitalism, the increase of civilian [government] ; 
spending had about reached its outer limits by 1939. The forces opposing: 
further expansion were too strong to be overcome.” | 

Baran and Sweezy’s thesis that civilian government spending had “about , 
reached its outer limits” by the end of the New Deal was directed primarily at ' 


total non-defense government purchases as a percentage of GDP This. 


constitutes almost the entire direct contribution of government to the welfare of 
the population, encompassing public education, roads and highways, health, 
sanitation, water and electric services, commerce, conservation, recreation, police 
and fire protection, courts, prisons, legislators, the executive branch, etc. By 
1939, Baran and Sweezy contended, these critical elements of government 
taken together had reached their maximum share of GDP, given the power 
structure of U.S. monopoly capitalism.? 

Remarkably, Baran and Sweezy’s civilian government ceiling thesis has 
been borne out in the more than forty years since it was formulated 
(see chart 1). Civilian government consumption and investment purchases as a' 
percentage of GDP rose to 14.5 percent of GDP in 1938 (14.4 percent in 
1939), fell during the 1940s due to the great expansion of military spending 
during the Second World War, and then regained their lost ground in the 
1950s, 1960s, and early ’70s. Civilian government spending on consumption 
and investment reached its highest point of 15.5 percent of national income in 
1975 (dropping in 1976 to its second highest level of 14.9 percent), and then 
stabilized at around 14 percent from the late 1970s to the present. In 2007 
non-defense government consumption and investment purchases constituted 
14.6 percent of GDP almost exactly the same level as in 1938-39! 

The reasons for this are straightforward. Beyond some minimal level, real 
estate interests oppose public housing; private health care interests and medical 


‘ 


professionals oppose public health care; insurance companies oppose public . 


insurance programs; private education interests oppose public education; and so 
on. The big exceptions to this are highways and prisons within civilian 
government spending, together with military spending. “The point can be 
elucidated,” Baran and Sweezy wrote, 
by considering two budget items simultaneously, say housing and health. Very few 
people nowadays are opposed to a modest public housing program, and of course 
everyone is in favor of at least enough spending on health to control epidemic 
diseases. But beyond a certain point, opposition begins to build up in each case; 
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Chart 1. Non-defense government (federal, state and local) consumption 
and gross investment as percentage of GDP, 1929-2007 
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Sources: Bureau of Economic Analysis, National. Income and Products. Accounts, Table 


1.1.5. Gross Domestic Product, and Table 3.9.5. Government Consumption Expenditures 
and Gross Investment. . 


at first from real estate interests to housing and from the medical profession to 
public programs of medical care. But real estate interests presumably have no 
special reasons to oppose medical care, and doctors no special reasons to opposë 
housing. Stll, once they have each gonė into opposition to further increases in 
their own spheres, they may soon find it to their joint interest to combine forces in 
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opposing both more housing and more public health. The opposition to each 
individual item thus builds up faster when two items are under consideration, and 
fastest of all for across-the-board increases in the whole budget. We might say 
figuratively that if one item is being considered, opposition grows in proportion to 
the amount of the increase; while if all items are being considered, opposition 
grows in proportion to the square of the increase.'° 


The fact that the ceiling to government expenditures in the U.S. system isj 
a political rather than an economic barrier is demonstrated by-the very different 
levels of government spending as a share of GDP in advanced capitalis 
countries. Table 2 provides comparative data- for the G-7 countries plus! 
Sweden for 2007. ‘Total government spending (column 1) includes both 
(a) direct government purchases, which add directly to total aggregate demand, : 
and (b) expenditures which reallocate income and capital within the economy, 
such as interest payments, social insurance transfer payments, farm subsidies, 
and investment subsidies.'' Final consumption expenditures of government 
(column 2) make up the largest component of the government purchases 
portion of column 1, and include consumption for military purposes. Social 
security transfers (column 3) encompass the totality of social insurance schemes 
covering the community as a whole, the major component of social welfarei 
spending. Military expenditure data (column 4) are taken from the Military 
Expenditure Database of the Stockholm International Peace Research Institute 
(data are for 2006). (Note: columns 2, 3, and 4 do not add up to column |, 
but rather show selected components of the latter. Some of the other 
components of total government spending not included are capital formation, 
interest payments, and other transfer payments.) 

Examining these figures, it is clear that the United States has the lowest > 
government -final consumption (which includes military consumption) as a 
percentage of GDP and is near the bottom in government spending and social 
security transfer payments as a percentage of GDP The United States also 
expends a greater share of its national income on the military. U.S. government 
consumption expenditures, minus military consumption, came to only 11.8 
percent of GDP in 2007. It is obvious then that there is ample room for the, 
United States to expand its civilian government spending and social insurance 
transfers. The ceiling on such expenditures as a share of national income is 
rather a reflection of the power structure of U.S. society, including the relative 
weak organization of labor and the relative strength of big capital. The United 
States, despite its formally democratic character, is firmly in the hands of a 
moneyéd oligarchy, probably the most powerful ruling class in history. "~ 
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| Table 2. Selected components of government spending as percentage of 


GDP, G-7 countries plus Sweden, 2007 





Government Ġovernment finał Social Security Military Spending 

spending as consumption as transfers as as % GDP (2006) 

% GDP? ' % GDP? % GDP 
Sweden 52.6 9 = ~ 25.9 15.3 1.5 
France — 52.4 23.1 17.4 2.4 
Italy 48.5 19.8 17.3 1.8 
UK ` ' 446 `” 21.6 12.8 2.6 
Germany 43.9 , 18.0 17.3 1.3 
Canada 39.3 19.3 9.9 1.2 
USA 36.6 16,0 12.1 4.0 
Japan 36.0 17.7 11.4 1.0 


at i me marea j 


`” OECD data for Canada, Japan, and the United States is from 2006. 
ÞFinal Consumption figures include military consumption expenditures. 


Sources: (columns 1-3) Organisation for Economic ‘Co-Operation and Development, 
OECD in Figures (OECD: Paris, 2008), 57-58; (column 4) Stockholm International Peace 
Research Institute, .SIPRI Military Expenditure Database, http://www.sipri.com. 


All of this is inseparable from the U.S. role as an imperial power ‘and the 
effects that this has on its domestic power structure. Acknowledged (Office of 
Management and Budget) U.S. military expenditures in 2007 were $553 
billion (4 percent of GDP), while actual U.S. military expenditures were $1 
trillion (7.3 percent of GDP). Federal non-defense, consumption and 
investment purchases in 2007 were, according to the Bureau of Economic 
Analysis, less than half. federal defense consumption and investment 
purchases. !? 

Our argument therefore is simple. Given that a political ceiling on U.S. 
civilian government purchases as a percentage of GDP has persisted for more 
than seven decades, it is unlikely that this will change without a massive, 


. indeed social-transformative, struggle, despite a relatively progressive 


administration and the worst economic crisis since the Great Depression. Even 
the greatest environmental crisis in the history of civilization, threatening life 
throughout the planet, is unlikely to result in a sufficiently massive response by 
government without the U.S. system first being turned upside down. The 
forces holding down civilian government spending are too strong to be affected 
by anything but a major upsurge in society. 

Of course, the history of U.S. capitalism since the Second World War 
might suggest that the most likely recourse of those in charge in these dire 
circumstances would be to attempt to stimulate the economy through an 
extraordinary increase in military spending. That the incoming Obama 
administration has already announced plans to maintain the current war budget 
and expand the war in Afghanistan only fuels this concern.'? For this reason it 
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is imperative for the left to redouble its efforts to oppose militarism and 
demand that resources be put to civilian use. 


At the same time, the notion that military spending can provide an effective 


economic stimulus under present circumstances is dubious, even to sectors of 


the ruling class. For starters, U.S. military spending is already at active-war 
levels and accounts for half (or more) of global military spending. One would 
arguably have to return to ancient Rome to find a comparable situation of 
military dominance. This is not 1939-41 where U.S. military spending had to 


be built up virtually from scratch. To double or triple military spending at this | 


point would mean that the United States would be spending two or three 
times as much as the rest of the world on war and war preparation (assuming 
that other nations maintained their current levels of military spending). This 
would be politically difficult, both globally, with the other major powers that 
the United States needs to work with already alarmed by U.S. unilateralism, 
and domestically, where even the lapdog U.S. news media would have 
difficulty explaining the rationale for diverting more of the economy to 
militarism as the quality of life crumbles. 

Perhaps most important, the notion that increased military spending would 
effectively stimulate the balance of the economy has been repudiated by 
economists, even within the mainstream, who note that marginal increases in 
“defense” expenditures have far less of a positive employment impact than 
most civilian government spending, given the technology-intensive nature of 
modern military spending and the fact that a very large share of the purchases 
take place abroad. 


Hence, the main impact of a doubling of U.S. military spending would be 


to increase greatly the likelihood of bigger and wider wars, and the destruction 
of human civilization. As C. Wright Mills wrote, “the immediate cause of 
World War III is the military preparation of it.”'4 Even members of the ruling 
class may balk in the face of the threat of a rising recourse to war and war 
preparation in an age of nuclear proliferation. 

If we are right on this, and we hope we are, then government spending 
increases in response to this crisis will be mainly a question of expanding 
civilian expenditures. Such spending will, initially, be dedicated primarily to 
salvage or bailout operations. These salvage efforts, so crucial to capital, will 
be legitimated by smaller public works programs directed at the underlying 
population. Government spending increases as a whole will in the main be 
conceived as temporary, pump-priming measures rather than permanent 
increases in the level of government. Although federal spending increases are 
likely to loom large in budgetary terms, they are unlikely to come anywhere 
near compensating for the declines in consumption, investment, and state and 
local government spending. With the economy as a whole drying up like a 
sponge, a great deal of government spending designed to float the sponge to 
higher levels of income will likely be absorbed, as in the 1930s, by the sponge 
itself, leaving little visible effect. Consequently, recovery will be held down, 
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_ and the economy, already deeply mired in problems of stagnation and financial 


de-leverage, will continue to be weak.!? 

A return to the kind of social programs associated with the real or second 
New Deal can be expected to come, if -at all, only later, after the initial 
salvage effort. Moreover, this is unlikely to materialize to any considerable 
extent apart from a revolt from below on the scale at least of the mid-1930s. 
Labor must rise again from its ashes. Only a very radical shift in U.S. politics 
resulting from a major groundswell from below will be able significantly to 
budge the ceiling on civilian government spending. 

Under these circumstances, it is the specific responsibility of the left to 
urge not only the militant organization of the underlying population, but also 
the kinds of change, going against the logic of the system and relying on an 
expansion of government, that will contribute substantially to bettering the 
conditions of those at the bottom. In terms of demands this should include, for 
starters, that: (1) government assume the responsibility for providing useful 
work at a livable wage to all who need it, utilizing existing skills; 
(2) unemployment compensation be extended beyond its present inadequate 
limits; (3) those in danger of losing their homes be granted government 
assistance; (4) a crash housing program be initiated on behalf of those who 
are homeless or wretchedly housed Gncluding mortgage relief and support to 
renters); (5) a truly progressive tax system, incorporating a wealth tax, be 
established; (6) food stamps and food programs for the poor be expanded 
along with other welfare provisions and easier access; (7) national health 
insurance (a single-payer system) be provided for the entire population; 
(8) pension funds be guaranteed by government; (9) Social Security be 
augmented and regressive payroll taxes eliminated; (10) restrictive laws on 
unionization be removed; (11) the federal minimum wage be raised; (12) a 
thirty-hour working week be introduced; (13) a nationwide program of mass 
transit be promoted; (14) publicly owned and controlled communications 
systems be greatly enlarged and extended throughout the nation; (15) public 
education funding be enormously elevated; and (16) environmental protection 
be vastly increased, in line with the ecological revolution now necessary to save 
the planet.'® 

Of course, given the existing power structure of U.S. society and the 
seven-decades-long ceiling on civilian government purchases as a percentage of 
GDP all of this may appear to be pie in the sky. And our message is that it 
is, unless the power structure of U.S. society can be altered. Only a reform. 
movement so radical that it would appear revolutionary within the context of 
the existing U.S. economic and social order, fundamentally reducing the field 
of operation of the capitalist market, holds any chance of substantially 
improving the conditions of most people in society. Needless to say, for such a 


. struggle to succeed people will have to have a sense of real things to struggle 


for that will materially affect their lives. | 
These gains will only be made through an enormous class struggle from 
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below. If won, they will not, we underscore, eliminate the evils of capitalism, 
or the dangers it poses for the world and its people. In the end, there is no 
real answer but to remove brick by brick the capitalist system itself, rebuilding 


the entire society on socialist principles. This is- something that the great ' 


majority of the population will undoubtedly learn in the coursé. of their struggles 
for a more equal, more humane, more collective, and more sustainable world. 
In the meantime, it is time to begin to organize a revolt against the ruling 
class-imposed ceiling on civilian government spending and social welfare in 
U.S. society. 

—December 21, 2008 
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MONTHLY REVIEW Fifty Years Ago 





The cold war as waged by its Western initiators is neither a conventional 
contest among Powers for hegemony nor a defense of “freedom” against 
“tyranny.” It is, in fact, a fraud. Its rationalization—’"collective security” against 
a Communist plot to “conquer the world”—is a lie, identical with. the 
prevarications and delusions of Mussolini, Hitler, and Hirohito twenty years 
ago. The function of the lie is to “pump-prime” stagnant Western economies 
by massive public spending on armaments and by permanent inflation in the 
name of “perpetual war for perpetual peace,” and to keep in power, through 
appeals to mass fear, the political spokesmen of the economic interest groups 
whose members profit handsomely from the enterprise. 

Is this thesis “true”? Of a certainty, yes—at least as one important facet of 
a many leveled truth and with the necessary qualification...that in the always 
muddled affairs of more or less human beings who are as often non-rational or 
irrational as rational, no hypothesis of Machiavellian cunning and conscious 
deception by any elite .is ever wholly tenable. Still, true. 


——Frederick L. Schuman, “New World or No World,” 
Monthly Review, February 1959. 
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Nepal, a Promising Revolutionary 


Advance 
SAMIR AMIN 


Authentic Revolutionary Progress | 


Imagine. A liberation army that supports a generalized revolt of the 
peasantry reaches the gates of the capital, where the people, in their turn, rise 
up, drive the royal government from power and welcome as their liberator the 
Communist Party of Nepal-Maoist (CPN-M), whose effective revolutionary . 
strategy needs no further demonstration. What is involved here is the most 
radical victorious revolutionary advance of our epoch, and, for this reason, the 
most promising. 

This victory in Nepal has created the conditions of a national and 
democratic people’s. revolution and is characterized as an antifeudal/anti- 
imperialist revolution by the CPN-M_ itself. Indeed, the generalized urban 
revolt, uniting the poorer classes with the middle class, has compelled all of 
Nepal’s political parties to proclaim themselves, in their turn, “republican 
revolutionaries.” Before the victory of the Maoists, the other parties had taken 
the road of “peaceful combat” on the path to reformism, having invested ‘their 
hopes in “elections.” Thè other leading communist party—the Communist 
Party of Nepal, Unified Marxist-Leninist (UML), had joined the royal: 
government as late as 2004, and denounced “the adventurism” of the Maoists.. 

The CPN-M deliberately chose to make a compromise agreement with the 
parties in question (the Nepali Congress, the UML, and others), estimating 
that by rallying to the revolution these parties had regained a minimum of 
legitimacy that could not be disputed among the masses. 

This compromise—characterized as a “peace agreement” by the Uued 
Nations authorities that recommended it—conferred on a Constituent 
Assembly the responsibility for writing the new democratic and popular 
republican constitution. Multiparty elections gave the CPN-M first place 
among the parties making up the victorious coalition, thus entrusting the. 
responsibility of prime minister to their leader, Prachanda. The parliament for 
the first time in ‘the history of the country (and of the entire Indian 
subcontinent) contains proportionate numbers of poor peasants, informal urban 
workers, dalits, and women from the popular classes. 


Samir Amin is director of the African office (in Dakar, Senegal) of the Third World Forum and 
chair of the World Forum for Alternatives. He is the author of numerous books and articles including 
The Liberal Virus: Permanent War and the Americanizalion of the World (2004) and The World We 
Wish to See (2008) both published by Monthly Review Press. Our thanks to John Catalinotto for his 


translation from the French. 
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Five Major Challenges for the Future 


The compromise agreement does not resolve all future problems; on the 
contrary, it reveals their wide range. The challenges confronting the 
revolutionary popular forces from this point on are gigantic. We will examine 
them in the five sections that follow. 


1. Land Reform 

The peasant uprising was the product of the CPN-M’s correct analysis of 
the land question and of the strategic conclusions, also correct, that they drew 
from it: the great majority of the peasantry could be organized in a united 
front and go over to the armed struggle, the occupation of lands, the reduction 
or abolition of the ground rents paid to owners, the expulsion of usurers from 
the villages, etc. The rising, for these reasons, gradually spread through the 
country, and its army, organized by the CPN-M, inflicted defeats on the state 
army. But it is true that at the moment when the revolt in the capital opened 
its doors to the Communist Party (Maoist), the popular army had not yet 
managed to destroy the state army, which was strongly supported and - 
equipped by the government in Delhi and the imperialist powers. 

In the current moment of “compromise” two lines have been put forward 
by political forces associated with and represented in the parliament: 

(A) The’ line defended by the CPN-M, that of a radical revolutionary 
land reform, guaranteeing access to the land- (and the means necessary to live 
from it) to all the poor peasantry (the great majonty), but without touching 
the landed property of the middle and rich peasants. 

(B) The vague line, defended by the Congress Party in particular, of a 
more “moderate” land reform that requires, before the law sets up the new 
rules, the return of the old feudal/usurer order in the areas that had already 
been liberated by the peasant revolt. 


2. The Future of the Armed Forces 
= The two armed forces coexist at the current time. This coexistence 
obviously cannot last. The CPN-M suggests their fusion. The Maoists’ 
adversaries fear (and admit this publicly) that such a fusion could lead to the 
rank-and-file soldiers of the state army being “infected” by Maoist ideology! 
But, hopelessly, they propose nothing beyond meaningless phrases about the 
“rehabilitation” of the Maoist army. 


3. Bourgeois Democracy or People’s Democracy? 

This major question animates all the debates within Nepal. There are in 
Nepalese society defenders of the conventional formula of democracy, reduced 
to the multiparty system, elections, the formal separation of powers, and the 
proclamation of human rights and fundamental policies. This is the general 
‘form in which the dominant ideology, spread on a worldwide scale by the 
major media (among others, those of the Western countries), tries to channel 


the debate. 
The Maoists point out that the basic rights on which proposed 
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“democracy” rests place the respect of private property at the top of the 
hierarchy of so-called human rights. As a counterpoint, the CPN-M defends 
the priority of social rights without whose implementation no social progress is 
possible: the rights to life, food, housing, work, education, and health. Private 
property is not considered “sacred”; its respect is limited by the need for 
implementing social rights. 

In other words, one group defends the concept of democracy identified 
with sanctified property rights, and dissociated from the questions related to 
social progress (the bourgeois and dominant concept of “democracy”), while. 
the other defends that of the democracy associated with social progress. i 

The debate—in Nepal—is not confused, but it is often polemical. Thej 
defenders of “Western democracy” count in her ranks authentic reactionaries. | 
But they also count in their ranks undoubtedly sincere democrats who are not! 
very sensitive to the-real miseries that the popular classes suffer. The “defense 
of democratic rights” NGOs, largely supported from abroad and massively ` 
mobilized, plead the “moderate? cause as well as they can. Some are satisfied 
_with saying that conventional and limited democracy is better than nothing, as 
if more were impossible. Others draw up a list of charges against the CPN- 
M, calling them “inveterate Communists,” “Stalinists,” “totalitarian,” imitators 
of the Chinese autocratic model, etc. 

` The Maoists do a good job of defending themselves. They remind 
‘ everyone that they do not challenge private peasant property nor even capitalist 
property, national or foreign. But they do not rule out the nationalization of 
property if required by the national interest (prohibiting foreign banks from 
imposing the integration of the country into the globalized financial market, for 
example). They call into question only the “feudal” land and buildings, which 
successive kings had given to their clients as they authorized them to dispossess 
the peasant communities. They do not challenge personal rights and an 
independent judiciary responsible for guaranteeing respect for those rights. 
They add to this program, without reducing it, by inviting the Constituent 
Assembly to formulate not only the great principles of the social rights, but 
also the institutional forms necessary to implement them. The people’s 
democracy that they define in this manner is, of course, to be put into effect 
gradually, and through the intervention of both the self-organization of the 
popular classes and the state.. 

Obviously there exists no “guarantee” for the future, protecting Nepal from 
backsliding, for example, from the temptation of autocratic state power—or in 
a not less likely opportunist alignment on what appears to be “possible” for 
the immediate future, with the rallying of the CPN-M to the “moderate” line 
of their rivals. But what right does anyone have to condemn in advance the 
experiment, when one knows that the questions raised here are the object of 
serious debates within the party? And that a plurality of opinions exists there. 

These analyses and the strategies of pursuing the struggles go beyond the 
populist national liberation ideologies of the time of the Bandung Conference 
of 1955. At the time the regimes that arose from the national liberation 
struggles of Asia and Africa, which were legitimate and popular struggles, 
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were less advanced. The ideology on which the legitimacy of power rested did 
not use Marxism as a reference; it was manufactured of a little of this and a 
little of that, associating a reading of the past broadly reinvented and presented 
as essentially “progressive” (through allegedly democratic forms of the exercise 
of power in ancient societies and religious interpretations of a comparable 
nature) and nationalist myths, with a pragmatism hardly critical with regard to 
the requirements of technological and administrative modernization. The 
“socialism” that characterized the Bandung regimes remained extremely vague, 
difficult to distinguish from populist state control that redistributed and 
guaranteed “social justice.” 

The Maoists of Nepal developed a much different vision of the question of 
socialism. They refrain from reducing the “construction of socialism” to the 
realization even of the whole of their current maximum program (radical land 
reform, People’s Army, people’s democracy). They characterize this program 
as “national democratic popular,” opening the way (but not more than that) to 
the long transition to socialism. 


4. The Question of Federalism 

The physical and human geography of the Himalayan valleys is expressed 
by the extreme diversity of the peasant communities of Nepal. It is not a 
question of two, three, or four “ethnic groups,” but of a hundred so-called 
communities. The people of these communities aspire to recover the use of 
their land, expropriated by the clients of the conquering generals in the service 
of the kings. They also want recognition of their dignity and equal treatment. 
But they do not aspire to secede. This is also the case among the various 
communities of the “Terai” (the plains that adjoin India), who have recently 
been the prime target of foreign intervention. 

The formula of the federal republic, promoted by the Maoists, can certainly 
satisfy the demands of the Nepalese people. This does not exclude the 
danger that adversaries of centralized state power will manipulate this formula. 


5. The Question of the Country’s Economic Independence 

Nepal is classified by the United Nations in the category of “less 
developed countries.” The “modern” administration of the state, social services, 
and the development of modern infrastructure depend on outside assistance. 
The government in place appears to be conscious of the need for freeing itself 
from this extreme dependence. But it knows that this release can be only 
gradual. Food sovereignty is not Nepal’s main issue, although self-sufficiency 
in this area is associated with often deplorably low food intakes. But the 
organization of more effective and less expensive networks of marketing for the 
country producers and the urban consumers is a major problem, because it 
brings into play the interests of intermediaries. A program that develops small- 
scale production, half-craft and half-industrial, and is able to reduce 
dependence on imports, will require both hard effort and time to produce 
adequate results. 

The Maoists propose an “inclusive” development model, that is, one 
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benefiting directly and at every stage the popular classes, in opposition to the 
“Indian” model of growth associated with an “exclusive” social model, that is, 
profiting only 20 percent of the population, and condemning the other 80 
percent to stagnation if not impoverishment. This testifies to’ a principled 
choice that one can only support. Its translation into programs that make the 
model real remains to be done. 


Who Will Carry it Out? 


Revolutionary Nepal clashes with the extreme hostility of its major neighbor, 
India, whose ruling class fears contagion. The endemic revolt of India’s 
Naxalites could, while taking as a starting point the lessons of the victories 
gained..in Nepal, seriously call into question the stability of the modes of 
exploitation and oppression in force in the Indian subcontinent. 

This hostility should not be underestimated. It constitutes one of the 
reasons of the military rapprochement between India and the United States. It 
mobilizes considerable political material resources. Among other things, India 
finances the attempted construction of an “alternative” Hindu political party, 
on the model of the chauvinist Indian BJP. the analogue of the political Islam 
of Pakistan and elsewhere or the political Buddhism of the Dalai Lama. The 
support of the United States and other western powers—Britain in particular— 
is coordinated through such reactionary projects. The crystallization of a 
powerful Nepalese Hindu political force would have a chance for success if the 
achievements—even modest—of the new Nepal were delayed for too long a 
time. Those intervening from outside could then also mobilize the Nepalese 
reactionaries and provoke “secessionist” movements. The use of outside 
assistance, always with strings attached even if this is not acknowledged, and 
demagogic speech-making concerning “human rights” and democracy fed by 
NGO networks, finds its place in this strategy of the enemy. 

The compromise now in force delays the implementation of the radical 
reform program that is at the source of the popularity of the CPN-M. It 
encourages certain tendencies—in the ranks of the political leadership itself — 
to want to hang on to what this compromise allows, thus preparing the ground 
for the counter-offensive of the reaction. 

But there is no need to despair. The Maoists publicly repeat that the 
popular classes have the right to remain mobilized and to continue their 
combat to carry out their program, whatever the results of the deliberations of 
the Constituent Assembly. The CPN-M did not fall into the electoral trap of 
seeking votes above all else. They carefully distinguish what they call their 
social base (“social constituency”), made up of the majority (poor peasants, 
urban workers of the popular classes, students and the young people, women, 
and patriotic and democratic sectors of the middle classes) from their electoral 
base (“electoral constituency”), which, as with all electoral bases, remains 
volatile. To build this popular social base into a ruling organized social block, 
an alternative to the feudal-comprador block thrown out of power, constitutes 
the objective of the long-term combat of the CPN-M. 
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MICHAEL D. YATES 
The first edition of Why Unions Matter was published in 1998. In it I 


argued that unions mattered because they were the one institution that had 
dramatically improved the lives of the majority of the people and had the 
potential to radically transform both the economic and political landscape, 
making both more democratic and egalitarian. I showed with clear and decisive 
data that union members enjoyed significant advantages over nonunion workers: 
higher wages, more and better benefits, better access to many kinds of leaves 
of absence, a democratic voice in their workplaces, and a better understanding 
of their political and legal rights. What is more, unions benefitted nonunion 
workers through their political .agitations and through what is called the 
“spillover” effect—nonunion employers will treat their employees better if only 
to avoid unionization. 

This assessment of the impact of unions has not changed in the second 
edition. What was said ten years ago is true today. I have updated the 
numbers, but they still show that unions matter. Other things being equal 
(that is taking two groups of workers alike with respect to experience, 
education, region of country, industry, occupation, and marital status), union 
workers in 2007 earned $1.50 an hour more than nonunion workers, a wage 
premium of 14.1 percent. This wage premium was highest for black and 
Hispanic workers, meaning that unionization reduces racial wage inequality. 
The union premium was even greater for benefits: 28.2 percent for health 
insurance, 53.9 percent for pensions, 26.6 percent for vacations, and 14.3 
percent for holidays. These union advantages have diminished over the past 
decade because union density (the share of employed wage workers in unions) 
has fallen. This decline has also compromised both the union impact on 
inequality and nonunion wages and benefits.’ There have been many reasons 
for the decline in union membership and density—and these are discussed at 
length in the new edition of Why Unions Matter. However, we can say here 
that falling density means a tremendous loss for the working class: lost wages 
and benefits for all workers, still less response by the government to the needs 
of workers, and a smaller counterweight to the forces that have given rise to’ 
greater inequality. 


Michael D. Yates is Associate Editor of Monthly Review. His many publications include Cheap 
Motels and a Hotplate: An Economist’s Travelogue (2007), Naming the System: Inequality and Work 
in the Global Economy (2003), and Why Unions Matter (2009), all published by Monthly Review 
Press. Read his blog Cheap Motels and a Hotplate: An Economist’s Travelogue at http:// 
blog.cheapmotelsandahotplate.org. This article is a slightly expanded version of the preface to the 
new second edition of Why Unions Matter, now available from Monthly Review Press. 
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Maybe unions matter even more today than they did in 1998. Working 
men and women are more vulnerable to a host of problems than they were 
then: 

@ Because of the electronic revolution, the radical reorganization of the 
labor process, and the political deregulation of important product and financial 
markets, employers are more likely to move operations to lower-wage parts of 
the United States and to poorer countries. They are also more inclined to 
threaten to do so. Try to buy U.S.-made shoes, toys, jewelry, and a host of 
other consumer goods. If your automobile is made in the United States, 
chances are good that it was manufactured in union-free southern states. 

+ Employers are more likely to contract out to lower-wage states and 
nations both labor-intensive operations such as call centers and higher-wage ‘ 
labor like computer programming and medical service work. When we make 
inquiries about our computers, our credit card bills, our health insurance, the 
person on the other side of the phone will very likely be in a foreign country. 

+ Deregulated globalization, fueled in part by antilabor trade agreements, 
has displaced working people in poor countries like Mexico from their land and 
jobs. Large numbers have come to the United States, intensifying competition 
in some labor markets, allowing employers to divide and conquer their 
workforces, and giving an excuse for xenophobes like CNN’s Lou Dobbs to 
foment anti-immigrant hysteria, which helps to keep domestic workers’ from 
seeing clearly that it is their employers (and the employers’ allies in 
government) that are their true enemies. As we shall see, the influx of 
immigrants offers the labor movement new and enthusiastic troops for rebirth 
and ‘revitalization. 

@ Over the last ten years and especially during the administration of 
George W. Bush, our government has been increasingly under the thumb of 
corporate interests. The failure of organized labor to provide a counterweight 
to this has allowed a corporate-political alliance to sweep away most of the 
safety nets that protect us from the vagaries of the market and the inevitable 
occurrences of failing health, old age, and workplace injuries. Our health 
insurance system is in tatters, with nearly fifty million people without coverage 
and tens of millions more with inadequate and expensive coverage. These 
numbers grow each year. Few workers have the once common defined benefit 
pensions, in which they are guaranteed predictable monthly incomes when 
they retire. Instead, the declining fraction of workers who have pensions must 
accept defined contribution plans, in which they put up the money, sometimes 
with an employee match, and then must decide in what type of stock or bond 
fund to invest. How much money is available depends on the amount they 
were able to put into their funds, the size of the employer match, and the 
performance of the funds. The social security system, which is well-managed, 
financially sound, and capable of providing decent pensions for all, has been 
attacked by labor’s enemies in a propaganda campaign aimed at privatization. 
Workplace safety has become a dead letter as has the enforcement of our labor 


18 ANALYTICAL MONTHLY REVIEW / FEBRUARY 2009 


WHY UNIONS STILL MATTER 


laws. Those programs aimed at the poor, including those who lose their jobs, 
have been shredded, less generous in terms of both coverage and benefits. 
Workers were encouraged to consider their homes as security blankets, assets 
they could sell or borrow against to deal with emergencies or just. to 
supplement incomes. But now the notion that a house is an asset that always 
rises in value is another big joke, one made at the expense of the working 
class. All in all, we can say with certainty that workers have lost ground 
economically, while those who hire them and invest in their companies, those 
who loan them money or hold their mortgages, have taken what workers have 
lost and lined their own pockets. Inequality of income.and wealth have not 
been as great as they are now since the 1920s. 

@ While our government has eagerly helped employers beat down their 
tees it has just as fervently wasted hundreds of billions of dollars waging 
war. In fact, the two phenomena are connected. War spending starves social 
programs and ‘socially useful public investments. The war in Iraq may cost as 
much as three trillion dollars, money enough to implement a national health 
care system, expand social security, and begin to make the public investments 
needed to restore the health of our badly ravaged environment. Wars also are 
always harmful to the rights of workers. After the terrorist attacks of 
September 11, 2001, the federal government put in place measures to deny 
the rights of many federal workers to unionize and threatened to invoke 
antiterrorism laws to stop strikes. A climate of war is a climate of fear and 
accusation. One right-wing pundit said on Fox Television that a national health 
care system would encourage terrorist physicians, willing to work for less, to 
come to the United States. Here it is interesting to note that in Iraq, where 
the United States was supposedly engineering a democratic society from 
scratch, unions and strikes are for all practical purposes illegal. 

@ Compounding worker insecurity has been the collapse of two financial 
bubbles, first the stock market crash that began in 2000 and the real estate 
debacle that commenced in 2007. The recovery from the first was one of the 
weakest on record, and working-class living standards never returned to where 
they were at the end of the last century. Some were able to maintain their 
incomes or make up for money shortfalls by borrowing, with credit cards and 
by taking out home equity loans. Both allowed consumer spending to grow 
faster than it would have otherwise. Now, however, the bursting of the housing 
bubble has left workers with a mountain of debt and no way out. 

It is difficult to imagine that this litany of working-class woes can be 
challenged and eradicated without strong unions and a vibrant labor movement. 
What has organized labor done to redress the many grievances of those who 
labor for a living? One would think that the events of the past ten years have 
sown fertile grounds for the development of a powerful labor movement. 

Perhaps no phrase captures what has happened in the labor movement of 
the United States more than the old saying that “the more things change, the 
more they stay the same.” When the first edition came out, labor movement 
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activists and scholars in the United States had high hopes for the “New 
Voice” movement, which in 1995 captured power in the AFL-CIO, the 
nation’s labor federation. Led by John Sweeney, Richard Trumka, and Linda 
Chavez Thompson, New Voice promised a thoroughgoing transformation. 
Union membership would grow again; labor’s political power would reassert 
itself; international solidarity would become the order of the day. There would 
once again be a labor movement. 

Thirteen years after New Voice’s inauguration, not much has changed. 
Workers are not joining unions. In 1995, union density was nearly 15 percent. 
In 2007, it was around 12 percent. There are fewer union members today 


than there were in 1995. The private sector has so hemorrhaged union ` 
members that union density there is now about 7.5 percent, below what it . 


was before the Great Depression. A few unions, most notably the Service 
Employees International Union (SEIU), have grown, but, in the case of 
SEIU, there is considerable controversy over the manner in which the union 
has gained new members, with critics arguing that its growth has not 
strengthened the labor movement. 

Organized labor in the United States has never had the formidable political 
presence of workers’ organizations in other parts of the world. However, there 
have been times when labor wielded some political clout. The record of New 
Voice here is not a good one. The AFL-CIO and its member unions have 
spent hundreds of millions of dollars trying to get sympathetic politicians 
elected to office, and with some success. Yet this has not translated into 
legislation that empowers working men and women. Except for a couple of 
badly needed increases in the minimum wage, the opposite has occurred. 
Whether the president has been Democrat or Republican, labor has gotten 
the short end of the stick: “free trade” agreements, an end to most federal aid 
to the poor, worsening health care, more working-class people in prison, the 
refusal to enforce the nation’s labor laws, and endless wars that have drained 
public coffers of funds that might have been used to enhance the lives of 
ordinary folks. And as critic of the labor movement Kim Moody points out, 
there 1s a direct correspondence between the increase in the amounts of money 
and effort labor has expended politically and the decline in organizing efforts.’ 
During an election year, organizing is put on hold and tens of thousands of 
hours are devoted to getting a Democrat elected. If a Democrat is elected, 
nothing happens to make it easier for unions to organize new members, so 
unions are no better off than before. Once when I worked for the United 
Farm Workers union, César Chavez ordered the entire staff to move to Los 
Angeles to campaign for Mayor Ed Bradley’s reelection. Bradley didn’t need 
us to win, and he had little power to improve the lot of farm workers. At the 
time, there were organizing drives and collective bargaining crucial to the union 
that needed attention. They didn’t get it as we wasted our time canvassing for 
Bradley—a good example of what Moody is talking about. 

New Voice did change the international approach of the AFL-CIO. It got 
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out of bed, at least partially, with the CIA and the U.S. State Department, 
eliminating the various labor “Institutes” established during the Cold War to 
help suppress radical labor organizations around the world and assist those 
labor unions and political parties that allied themselves with the imperial 
interests of the United States. New Voice created the Center for International 
Labor Solidarity (CILS) and showed a new willingness to support labor efforts 
around the globe that it would have opposed in the past. However, Kim 
Moody tells us: 


But there are still troubling signs. For example, the AFL-CIO’s backing of the 

‘ Venezuelan Confederation of Labor (CTV) whose strike appeared to lead-off 
the coup against Hugo Chavez. Here, the CILS claimed they used money from 
the National Endowment for Democracy, the neo-conservative run government 
agency that funded AFL-CIO Cold War foreign activities since the early 1980s, 
to support progressive forces within the CTV. The AFL-CIO still takes NED 
money, but claims there are no strings attached. They will not report on where or 
for what the money is spent. They don’t reveal what they do in most of the forty 
countries where CILS is active.? 


All things considered, it would be difficult to argue that New Voice has 
succeeded, even on its own terms. The new AFL-CIO was a breath of fresh 
air compared to the moribund and badly compromised administrations of 
Sweeney's predecessors Lane Kirkland and George Meany. 

But the air has gotten pretty stale, so much so that new rumblings began 
inside the Federation as early as 2000. Ironically, the sharpest criticisms came 
from Sweeney’s old union, the SEIU, whose president, Andrew Stern, has 
become the most famous labor leader in the United States. Stern and his 
allies said that the AFL-CIO and most member unions were not serious 
about organizing. They suggested that they should pay lower per capita dues 
to the AFL-CIO so that they would have more money for organizing. 
Gradually several unions formed a coalition called the New Unity Partnership 
(NUP) to press for changes in the AFL-CIO. Labor activists and scholars 
Fernando Gapasin and Bill Fletcher Jr. point to four key changes Stern and 
company wanted. First, the AFL-CIO had too many unions, causing many 
overlaps in jurisdiction. Some unions would have to merge with others to 
ensure greater efficiency of operations. Second, the AFL-CIO had to establish 
core jurisdictions (for example, health care) and a specific union had to be 
given the sole right to organize the workers in this area. Whatever union this 
might be would have the needed resources once the necessary mergers had 
created unions that could take advantage of economies of scale. Third, unions 
and the Federation should practice more international solidarity, making direct 
contact with foreign unions, organizing with them, and even forming true 
international unions. Fourth, labor had to reevaluate its relationship with the 
Democratic Party. The party had to be held accountable for promises made to 
organized labor.’ 

The NUP consisted of the SEIU, the Laborers, HERE, UNITE (which 


merged restaurant, hotel, garment, and textile workers), and the Carpenters 
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(which had already left the AFL-CIO). To some this seemed an odd alliance. 
The Carpenters and Laborers had done good organizing work, but they had 
long histories of corruption and had never been in the forefront of labor’s 
progressive forces. Perhaps there was more to the NUP forces than simply 
revitalizing a moribund labor movement. Maybe these unions wanted to keep 
more of their members’ dues money. Perhaps there were personality conflicts 
between Stern and Sweeney. Maybe the NUP saw good opportunities for 
organizing in the service sector, which is not as threatened by offshoring and 
outsourcing as is the good-producing part of the economy, and did not want to 
support the unions in manufacturing. Certainly there were those in the rest of 
the AFL-CIO who agreed that more organizing was critical to labor’s survival 
and that some reorganization of the federation would be a good thing. 

In any event, the NUP disappeared in late 2004, but a new organization 
appeared in June 2005—the Change to Win Coalition (CTW). This group 
included two more unions, the ‘Teamsters and the United Food and 
Commercial Workers, which raised more suspicions, since these unions were 
also far removed from labor’s progressive elements. Change to Win proponents 
now argued that it would be necessary to greatly streamline the AFL-CIO— 
reducing the funds available to it from member unions that committed to 
organizing, while at the same time giving it power to merge unions, prevent 
mergers, eliminate central labor councils—if union density was to increase. 
While it is impossible yet to say what the initial goal of CIW was vis-a-vis 
the AFL-CIO, it soon became clear that unless the AFL-CIO agreed to 
CTW demands for dues rebates and restructuring, the CTW unions would 
secede. Curiously, CTW leaders never went out of their way to negotiate with 
the rest of the AFL-CIO and try to work out compromises, much less call for 
a far-reaching debate on rebuilding the labor movement. The leading actor in 
all this was the SEIU, which usually put the issues at stake in terms of 
organizing. Stern and the SEIU said that unless. every step possible was taken 
immediately to raise union density, the labor movement would die. Stern’s 
allies began to make references to the formation -of the CIO in the 1930s, 
implying that the growing split between CTW and the rest of the AFL-CIO 
could lead to a labor revolution. 

CTW, now including the once iconic union the United Farm Workers, did 
break with the AFL-CIO, and in September 2005 in St. Louis the 
breakaway unions formed the Change to Win Federation. Just as they did 
with New Voice, many labor activists and progressives jumped aboard this new 
agent of change. Three years later, it is fair to ask why. CTW has made little 
headway in building a new labor movement, no more so than has the AFL- 
CIO. Comparisons with the CIO rang hollow from the start, and now they 
seem preposterous. Some CTW unions have organized new members, but the 
manner in which the major organizing union, the SEIU, has done so has 
raised serious questions, -as I show in the second edition. Some CTW unions 
have made good on their promise to consolidate their operations into fewer but 
larger locals, but this too has generated much controversy. CTW has done 
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little to establish core jurisdictions assigned to specific unions, and it is doubtful 
that it will. As with their AFL-CIO counterparts, CTW and its affiliated 
unions have thrown gobs of money at the Democratic Party, especially in the 
2008 presidential race. But to describe the Democratic Party nominee, Barack 
Obama, as a strong supporter of unions and the labor movement would be a 
stretch. Not much in the way of international solidarity has been achieved by 
CTW either, certainly nothing that would distinguish its unions from any 
number of AFL-CIO affiliates. Ironically it was the United Steelworkers 
union, an AFL-CIO stalwart, that forged a merger with an amalgamated 
British union to create a true international organization. 

Something troubling about CTW and its main affiliate, the SEIU, is its 
devotion to the language of corporate management. As Kim Moody explains, 
“Ct]he language of [CTW] leaders had the sound of corporate-speak.” The 
new federation would “grow the labor movement” through increased “market 
share” and “value-added integration.” SEIU hires business experts to train 
staff and lead seminars, and staff in turn comb the pages of journals like the 
Harvard Business Review for guidance.” 

So first New Voice, then Change to Win. The more things change, the 
more they stay the same. Unfortunately, these two efforts to change the lives 
_of workers have done little to affect what has really been changing, namely the 
conditions under which working men and women labor. In addition, neither 
New Voice nor Change to Win has done anything to change the ideological 
terrain. An important part of the employers’ attacks on labor has been a 
relentless assault on the notion that collective organization and action are good 
things: Unions are outsiders interested only in dues money. The government is 
a denier of individual freedom and a thief that takes our hard-earned money. 
Its only legitimate function is to defend the country from the collective hordes 
bent on destroying our hallowed way of life. We are, each of us, on our own, 
and this is a good thing. When we act in groups, we inevitably act against our 
own interests and trample the liberty of others. 

The labor movement has not challenged this world view effectively. It has 
not come out foursquare for publicly funded universal health care. It has not 
rejected in toto the imperialism evident in every aspect of U.S. foreign policy, 
one that endangers workers everywhere in the world. It has not begun a 
national discussion on race, the main divider of workers. Union organizers for 
Barack Obama have gone out of their way to avoid talking about race to 
members who have expressed reservations about the candidate. Labor has 
continued to embrace the reactionary idea of partnership with employers, 
which is a cornerstone of the program of Change to Win. Tellingly, it has, 
with a few exceptions, failed to educate its members in any but a superficial 
way, leaving them in the dark on the issues that matter most. In the internal 
structure of its unions, it has replicated its class enemy. Some union leaders 
sneer at the very thought of democracy. 

We all need a compass to find our way. For workers, unions and a labor 
movement must provide that compass. They have not. Until they do, no 
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amount of top-down reform, no new union federation, no increase in union 
density will provide for workers the freer and richer lives they deserve. 

Amidst the many failings and shortcomings of unions and the labor 
movement, there have been bright spots too. Not long after the first edition 
went to press, many unions joined the fight for global justice and against the 
uncontrolled globalization that had been driving wages and working conditions 
downward worldwide. The most famous struggle occurred in Seattle in 1999. 
But just as this movement was gaining traction, the events of September 11, 
2001, created conditions in the United States that made it difficult for a labor 
movement so tied historically to U.S. foreign policy to continue to participate. 
To its credit, the AFL-CIO and many member unions did not give the full- 
throated support for the “War on Terror” that its predecessors had given to 
the war in Vietnam. And unionists opposed to it formed a group that 
continues to exist—United States Labor Against the War (USLAW). 


Fernando Gapasin and I described this group as follows: 


This organization, comprised of individuals, unions, and other progressive 
organizations is not only opposed to the U.S. war in Iraq but to U.S. foreign 
policy itself. Its statement of principles—a just foreign policy, an end to U.S. 
occupation of foreign countries, a redirecting of the nation’s resources, bringing 
U.S. troops home now, protecting civil rights and the nghts of workers and 
immigrants, and solidarity with workers and their organizations around the 
world—is remarkable in light of the sordid history of organized labor’s support 
for U.S. impenalism.® 


Just as remarkable is that the AFL-CIO has not only tolerated USLAW 
but given it tacit support by itself condemning the war in Iraq. 

Dan Clawson in his book The Next Upsurge: Labor and the New Social 
Movements describes and analyzes several important and successful organizing 
campaigns: 

¢ unionization by women that focused on nontraditional issues such as 
child care; 

¢ union alliances with community groups, most notably the famous Justice 
for Janitors campaigns of the SEIU, but also efforts by unions and community 
groups in Hartford, Connecticut to win affordable housing for workers; 

# campaigns waged by Workers’ Centers, sometimes independently and 
sometimes in alliance with labor unions. Janice Fine defines such centers as 
“community-based and community-led organizations that engage in a 
combination of service, advocacy, and organizing to provide support to low- 
wage workers. The vast majority of them have grown up to serve 
predominantly or exclusively immigrant populations. However, there are a few 
centers that serve a primarily African American population or bring immigrants 
together with African Americans.” I have much more to say about Workers’ 
Centers in the book. As Fine says, they are intimately connected to growing 
immigrant communities in the United States, and they will be a critical 
component of any future labor renewal; 
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¢ living wage and anti-sweatshop organizing, which have been successful 
in forcing many cities to pay workers employed by firms with public contracts a 
wage that would yield an income at least equal to the federal poverty level of 
income and compelled universities to stop selling apparel manufactured under 
appalling conditions in low-wage countries. College students have expanded 
their anti-sweatshop actions to include the organizing of poorly paid employees 
on their campuses.® 

Some of this organizing has born fruit in terms of union membership. 
During the end of 2007 and the first half of 2008, membership increased in 
two important cities—Boston and Los Angeles. In Boston, cab drivers, security 
guards, truck drivers, communications technicians, and home-care assistants, 
among others, added more than 6,000 workers to union rosters.” Most of 
these employees were organized through atypical means, that is, outside the 
purview of the National Labor Relations Board. In Los Angeles, union 
density rose from 15.9 percent in 2007 to 17 percent by mid-2008, while in 
California it increased from 16.7 to 17 percent. Both increases reversed many 
years of declining density. Remarkably, union density also went up in the 
nation as a whole, from 12 to 12.6 percent. This is not enough time to 
establish a trend; but it is heartening nonetheless.'° 

I am not as optimistic as Clawson that there will soon be a labor upsurge. 
Still, his book shows that there are important and interesting things happening 
in the world of organized labor. For the past twenty-eight years I have been a 
labor educator, teaching union workers and students in union halls, motel and 
hotel meeting rooms, in college and university classrooms, and through the 
Internet. I know from this experience that unions are as needed as ever, that 
there are thousands of thoughtful union brothers and sisters out there, 
struggling to rebuild their unions and give back to unions the local and 
national relevance they once had. There are union officers around the nation 
trying to mobilize and educate their members, not just to empower them in 
their own workplace, important as this is, but to help them grasp the economics 
and politics of the times in which we live. They are trying to build the 
multiethnic, multiracial unions and labor movement of men and women that 
will really mean it when saying, “An injury to one is an injury to all.” 
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A Radical Vision for 
Today’s Labor Movement 
The Importance of Internationalism and Civil Rights 


DAVID BACON 


During the Cold War, many of the people with a radical vision of the 
world were driven out of our labor movement. Today, as unions search for 
answers about how to begin growing again, and regain the power workers 
need to defend themselves, the question of social vision has become very 
important. What is our vision in labor? What are the issues that we confront 
today that form a more radical vision for our era? 

The labor movement worked hard to elect Barack Obama BEEE and 
win a new Democratic majority in Congress in the hope of new possibilities for 
labor law reform, universal health care, immigration reform, and an end to the 
Iraq war. But to win even these reforms, promised by the Obama campaign, 
unions will have to do more than simply support the liberal wing of the 
Democratic Party. Labor’s ability to move forward depends on finding a new 
and deeper relationship with its own members, and their willingness to fight 
for even a limited set of demands. Our history tells us that when workers have 
been inspired by a vision of real social change the labor movement grows in 
numbers, bargaining strength, and political power. 

At the heart of any radical vision for our era is globalization—the way 
. unions approach the operation of capitalism on an international scale. In the 
discussion that led to the creation of the Change to Win federation, the 
Service Employees made a proposal about how unions should conduct their 
international relationships. It called on unions to find partners in other 
countries, even to organize those unions, in order to face common employers. 
AFL-CIO Secretary Treasurer Richard Trumka said.the same thing in New 
York ten years earlier, when John Sweeney was elected. At the time it 
represented a big change from the Cold War—that unions would cooperate 
with anyone willing to fight against our common employers. It rejected by 
implication the anticommunist ideology that put us on the side of employers 
and U.S. foreign policy, and shamed us before the world. 

This idea is an example of pragmatic solidarity, and a good first step out of’ 
that Cold War past. But it is no longer radical. enough to confront the new 
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challenges of globalization—the huge displacement and migration of millions of 
people, the enormous gulf in the standard of living dividing developed from 
developing countries, and the wars fought to impose this system of global 
economic inequality. What’s missing is a response from the labor movement to 
U.S. foreign policy. International solidarity involves more than multinational 
corporations. Corporate globalization and military intervention are intertwined, 
and in the labor movement there’s hardly any discussion of their relationship. 
In the aftermath of 9/11 this led some unions into support for the “war on 
terror,” and eventually even into support for the [rag invasion. Unless unions 
can begin to see military intervention and corporate globalization as part of the 
same system, many will support the war in Afghanistan, as a new and 
popular Democratic president calls for increased intervention. 

Unions in the rest of the world are not simply asking us whether we will 
stand with them against General Electric, General Motors, or Mitsubishi. 
They want to know: What is your stand about aggressive wars, military 
intervention, and coups d'état? If we have nothing to say about these things, 
we will not have the trust and credibility we need to build new relationships of 
solidarity. _ 

U.S. corporations operating in countries like Mexico and EI Salvador are, 
in some ways, opportunistic. They take advantage of an existing economic 
system, and make it function to produce profits. They exploit the difference in 
wages from country to country, and require concessions from governments for 
setting up factories. But what causes the poverty in El Salvador that they 
exploit to their advantage? What drives a worker into a factory that we, in the 
United States, call a sweatshop? What role does U.S. policy play in creating 
that system of poverty? 

Unions need the kind of discussion in which workers try to answer these 
questions. Labor education is more than technical training in techniques for 
grievance handling and collective bargaining. It has to be about politics, in the 
broadest and most radical sense. When unions don’t work with their members 
to develop a framework to answer these questions they become ineffective in 
fighting about the issues of peace and war, globalization, and their 
consequences, such as immigration. 

When the AFL-CIO campaigned in Washington against the Central 
America Free Trade Agreement (CAFTA), labor lobbyists went up to 
Capitol Hill to mobilize pressure on Congress. Some unions went to their local 
affiliates and asked members to make phone calls and write letters. But what 
was missing was education at the base. Had unions educated and mobilized 
their members against the Contra war in Nicaragua, and the counterinsurgency 
wars in El Salvador and Guatemala (and certainly many activists tried to do 
that), U.S. workers would have understood CAFTA much more clearly over a 
decade later. But because there’s so little effort to create a conscious, educated 
union membership, it will be hard to get members to act when labor’s 
lobbyists in Washington need their support in the upcoming battles over the 


28 ANALYTICAL MONTHLY REVIEW / FEBRUARY 2009 


Sen 


r 


RADICAL VISION FOR TODAY'S LABOR MOVEMENT 


Colombian and South Korean free trade agreements. 

The root of this problem is a kind of American pragmatism that disparages 
education. We need to demand more from those who make the decisions and 
control the purse strings in our unions. 

Since grinding poverty in much of the world is an incentive for moving 
production, defending the standard of living of workers around the world is as 
necessary as defending our own. The logic of inclusion in a global labor 
movement must apply as much to a worker in Iraq as it does to the non-union 
worker down the street. The debate over the Iraq war at the AFL-CIO 
convention in 2005 highlighted more than the effects of the war at home. It 
proposed that even in the face of U.S. military intervention, U.S. and Iraqi 
workers belong to the same global labor movement, and have to find common 
ground in opposing those policies that brought the war about. 

The generation of antiwar, solidarity activists who were young marchers and 
war veterans during Vietnam, and rank-and-file militants during the Central 
American interventions, are today leading unions. Some of them may have 
forgotten those roots, but many have not. They’re tired of seeing their 
movement remain quiet when the U.S. military is used. to prop up an 
economic system they’re fighting at home. The labor movement may be awash 
in internal dissention, but it has grown surprisingly united in opposition to the 
Iraq war. U.S. Labor Against the War, which started as a collection of small 
groups in a handful of unions, has today become a coalition of unions 
representing over a million members, and represents the thinking of an 
overwhelming majority. Its resolutions, passed in convention after convention, 
are the product of grassroots action at the bottom of the U.S. labor movement, 
not a directive from the top. 

Iraqis themselves provided U.S. workers with a new way of looking at the 
occupation. [ragi unemployment has been at 70 percent since it started. Order 
30, issued by occupation czar Paul Bremer in September 2003 (and still in 
force), lowered the base wage in public enterprises, where most permanently 
employed Iraqis work, to thirty-five dollars a month, and ended subsidies for 
food and housing. Law 150, issued by Saddam Hussein in 1987 to prohibit 
unions and collective bargaining in the public sector, was continued under the 
occupation. The current Iraqi government still forbids the Oil Ministry to 
formally recognize the Iraqi Federation of Oil Unions (FOU), seizes union 
bank accounts, and won't allow unions to function normally. 

Iraqi unions see these moves as a way to soften up workers to ensure they 
don’t resist the privatization of the country’s economy, especially its oil. Iraqi 
unions, especially the IFOU, are the backbone of the country’s popular 
movement against oil privatization, without which the multinational oil giants 
would have taken control of the industry long ago. In Iraq, as in most 
developing. countries, privatization defies the tradition of social solidarity. Iraq 
needs its oil revenues to rebuild the country, creating a public sector that can 
put people to work and ensure a self-sustaining national economy. 
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Therefore, U.S. labor’s call for rapid withdrawal should mean more than 
just bringing U.S. soldiers home. It should put U.S. workers on the side of 
Iraqis as they resist the transformation of their country for the benefit of a 
wealthy global elite. This is a transformation happening in country after 
country. Iraq is a place where U.S. workers can see it clearly, if the labor 
movement would give them the information and material they need. They 
certainly won’t get it from the mainstream press, but they could get this 
education from their unions. 

That education would help workers understand the political and economic 
objectives of war and intervention. It would help them understand the huge 
displacement of people caused by the effort to maintain this unjust system. 
And that, in turn, would help them understand why we see waves of those 
displaced people moving around the world, including coming to the United 
States. 

Opposing the war means fighting for the self-interest of our members, and 
being able to identify that self-interest with the interest of workers in Iraq. 
The money that pays for the corrupt contracts with KBR and Blackwater is 
money that doesn’t get spent -on schools here at home. We won't have the 
money for the “New Deal-style economic recovery” programs that some unions 
are calling for, much less a full-employment economy, without peace. It’s that 
simple. And to imagine that we can produce millions of jobs at home, and 
keep people in their foreclosed homes, while fighting yet another war in 
Afghanistan, is a dangerous illusion. 

Union members are not ignorant. They think about the issues of war and 
jobs all the time. They are becoming more sophisticated, and better at 
understanding the way global issues from war to trade affect the lives of 
people in the’ streets of U.S. cities. A more radical program of labor education 
would not:be swimming against the tide, but with it. 

At the same time, however, educating union members alone is not enough. 
A radical vision should address workers far beyond the formal ranks of 
organized labor. The percentage of union members is declining, and the 
organizations union members need to put their understanding into practice are 
getting smaller. Deeper political awareness alone will not create a larger labor 
movement. 

Just after the Second World War, unions represented 35 percent of U.S. 
workers. It’s no coincidence that the McCarthy era, when the Cold War came 
to dominate the politics of unions, was the beginning of the decline. By 1975, 
after the Vietnam War, union membership had dropped to 26 percent. Today 
only 12 percent of all workers, and 8 percent in the private sector, are union 
members. Declining numbers translate into a decline in political power and 
economic leverage. California (with one-sixth of all union members) and New~ 
York have higher union density than any other states. But even here, labor is 
facing a war for political survival. 

While the percentage of organized workers has declined, unions have made 
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important progress in finding alternative strategic ideas to the old business 
unionism. If these ideas are developed and extended, they provide an 
important base for making unions stronger and embedding them more deeply 
in working-class communities. But it’s a huge job. Raising the percentage of 
organized workers in the United States from just 12 to I3 percent would 
mean organizing over a million people. Only a social movement can organize 
people on this scale. 

The importance of gaining a fairer process for winning union recognition 
and collective bargaining agreements, and imposing real penalties on employers 
for anti-union firings, puts the Employee Free Choice Act deservedly at the 
center of labor’s political agenda. But a legal process alone will not create 
strong unions. Only a movement among workers themselves, in which rank- 
and-file members play a much more active role, can build unions that will” 
survive an employer offensive, and that can fight effectively for social reforms 
from single-payer health care to true legalization and equality for immigrants. 

In. addition to labor law reform and structural reforms to make unions more 
effective, the labor movement needs a program that will inspire people to 
organize on their own. Unions need to lose their fear of radical demands, and 
reject the constant argument that any proposal that can’t get through Congress 
next year is not worth fighting for. One big part of that program is peace. 
Another is reordering economic priorities. 

Today working-class people have to fight just to keep their homes. For the 
last several decades, many were driven out of cities to lower-cost suburbs, 
often disproportionately workers of color. Now the families lured into unpayable 
mortgages are losing their homes to the banks. This certainly calls for a return 
to the direct action of an earlier era. If we don’t mobilize to keep our members 
in their homes, what good are we? But beyond direct action, unions and 
central labor councils need to have a concrete program for economic 
development, housing, and jobs. That would start to give us something we 
lack, a compelling vision, and a militant movement in the streets demanding 
action. 

That’s where millions of people have been for three May Days in a row 
now, in the largest outpourings since the 1930s. To its credit, the labor 
movement helped raise the expectations of immigrants when the AFL-CIO 
passed a resolution in Los Angeles in 1999, putting forward a radical new 
program—amnesty for the undocumented, ending employer sanctions, 
reunification of families, and protecting the rights of all people, especially the 
right to organize. The marches and movements of immigrant workers of the 
last decade demonstrate convincingly the power of a radical political vision. 

Congress, however, moved in a different direction, criminalizing work and 
migration, and proposing huge guest worker programs. While the Congressional 
bills failed, states passed laws that are even worse. Mississippi made it a state 
felony for an undocumented worker to hold a job, with prison terms of up to 
ten years. And the Bush administration simply began implementing by 
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executive order the enforcement and guest worker measures it couldn’t get 
through Congress. In the wave of raids that followed, hundreds of workers, 
including union members, have gone to jail on bogus criminal charges of 
identity theft for inventing a Social Security number. And when non-union 
workers have stood up for a union or a higher wage, raids have been used to 
terrorize them. 

It is time for the labor movement to fight to stop this wave of antiworker 
repression, and propose a freedom agenda for immigrants that will give them 
rights and status equal to other workers on the job and with their neighbors in 
their communities. Instead of holding its finger to the political winds, unions 
have to convince the new administration that passing such a program is not 
only politically possible, but politically necessary. 

Instead of an alhance with employers based on political calculations, 
winning immigrant rights requires an alliance between unions, immigrants, and 
other communities of color. The common ground for building that alliance is 
linking immigrant rights to a real jobs program and full-employment economy, 
with affirmative action that can come to grips with the devastation in 
communities of color, especially African-American communities. And without 
challenging the wars, the resources for building that alliance will be lost on 
guns and more intervention. 

The labor movement must inspire people with a broader vision of what is 
possible. Workers’ standard of living is declining, and they often have to 
choose between paying their rent or mortgage, and going to the doctor. There’s 
something fundamentally wrong with the priorities of this society. Workers 
know it, and unions have to be courageous enough to say it. 

Working families need a decent wage, but they also need the promise of a 
better world. For as long as we’ve had unions, workers have shown they'll 
struggle for the future of their children and their communities, even when their 
own future seems in doubt. But it takes a radical social vision to inspire that 
wave of commitment, idealism, and activity. 

It’s happened before. The 1920s were filled with company unions, 
violence, strikebreakers, and the open shop. A decade later, those obstacles 
were swept away. An upsurge of millions in the 1930s, radicalized by the 
depression and left-wing politics, forced corporate acceptance of the labor 
. movement for the first time in the country’s history. Changes taking place in 
our unions and communities today can be the beginning of something as large 
and profound. With more radicalism and imagination, the obstacles we face 
can become historical relics as quickly as did those of an earlier era. 
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For decades we've been told that “there is no alternative” to global 
capitalism—that trust in the market was the only way to bring progress and 
end poverty, despite the clear absence of an actual end to poverty. The global 
financial crisis of 2008 has undermined the rhetoric of inevitability, as even its 
most prominent practitioners begin to question the logic of neoliberalism. A 
Washington Post editorial titled “The End of American Capitalism?” quotes 
the Nobel Prize—winning former World Bank chief economist Joseph Stiglitz as 
saying: “People around the world once admired us for our economy, and we 
told them if you wanted to be like us, here’s what you have to do—hand over 
power to the market. The point now is that no one has respect for that kind 
of model anymore given this crisis. And of course it raises questions about our 
a Everyone feels they are suffering now because of us” (October 10, 

08). 

Those of us who opposed capitalist globalization before the Washington 
Post was entertaining such criticism have been arguing for many years that it is 
fundamentally unstable—as well as pointing out that neoliberalism has never 
worked for the majority of people on the planet. But after so many decades of 
marginalization, socialists, anarchists, and other critics of the system formerly 
derided as “flat-earthers” are finding surreal surprises in the daily news, as 
even Alan Greenspan begins to question the validity of neoliberal economics. 

Economist and UK Green Party leader Derek Wall attempts to find 
common ground between the many strands of leftist movements in his 2005 
book Babylon and Beyond: The Economics of Anti-Capitalist, Anti-Globalist and 
Radical Green Movements. In a sweeping survey that covers a broad swath of 
the left, from Stiglitz to Vandana Shiva to Hardt and Negri, Wall examines 
the politics of anti-capitalism and attempts to sort out each approach, 
describing “the anti-capitalist movement” as “an amalgam of different schools 
of thought with different forms of analysis and varied demands. The aim of 
this volume is to unpick the intellectual knots in the protest network, to show 
how anti-capitalist ideas have developed” (3). 


Sarah Grey is a freelance writer and activist based in Philadelphia. Her writings on food, food 


politics, and ecosocialism can be found at her blog, TheRealPotato.com, as well as in International 
Socialist Review and the forthcoming Grid Magazine. 
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This is a huge amount of ground to cover for a fairly small book, and the 
results are uneven. It’s not always clear whether forces like anti-corporatists, 
monetary reformists, Marxists, green localists, anarchists, autonomists, and 
ecosocialists in fact comprise one movement, and whether that movement is 
anti-capitalist, anti-globalist, or for that matter anti-imperialist. Wall does not 
clearly define his terms for the reader, and this muddles the terrain of the 
debate somewhat. The book is organized by school of thought, moving from 
capitalists who question the Washington Consensus from the inside (such as 
Stiglitz and George Soros) toward schools of thought closer to Wall’s own, 
which appears to be an eclectic blend of autonomism, ecosocialism, and 
Rastafarianism. 

Wall’s exposition of each intellectual current varies dramatically. His 
explanation of ecosocialism is clearly heartfelt and well understood, and relies. 
largely on quotes from prominent ecosocialists Joel Kovel and John Bellamy 
Foster to relay ideas about the meeting of green and red. Unlike many of the 
ecosocialists he looks to, Wall views ecosocialism as distinct from Marxism, 
arguing that “environmental concern seems to be on a tick list of modern 
socialist virtues but rarely goes very deep” (164). He explains the contradiction 
between use value and exchange value as being at the heart of ecosocialist 
thought; by relying solely on exchange value, capitalism forces us constantly to 
buy and sell and therefore propagates constant expansion. An ecosocialist 
system would concentrate on the use value of goods, or how people actually 
use them—producing durable, non-polluting goods and nutritious food for 
human need rather than for profit. He argues, along with Kovel, for a “radical 
materialism” that “values what is physically present rather than viewing 
consumption, production and distribution as goals in themselves” (168). He 
also ties environmental degradation to the degradation of workers, using 
Foster’s analogy of the expansion of capital as a giant treadmill, noting that 
“the market must be broken not only because it kills the planet, but also 
because it kills those of us who work a little every day” (164). 

The chapter on Marxism is contradictory as well. Wall clearly admires 
Marx as a historical figure, but his account suffers as he attempts to cover the 
politics of Marx himself, the main historical currents of Marxism, and ‘the 
politics of the many small Marxist groups in existence today. A whara-bam 
five-page explanation of “the utter basics” of Marxist economics would prove 
. dismally confusing for anyone not already versed in the topic; sentences like “a 
worker makes, say, ten. mopeds in a day and the capitalist takes seven of 
these” do little to clarify the idea of the exploitation of labor (106). Do the 
workers get to take the other three mopeds home? 

Wall also argues multiple times, throughout the book, that Marx was, and 
by extension Marxists are, in favor of unfettered capitalist economic growth, 
writing that “capitalism in its search for profits is the force that promotes 
globalization but will mutate into communism” (109) and describing the 
Marxism promoted by “many, but not all, Marxists” as promoting “a 
productivist politics that celebrates the expansion of the economy” (122). 
Leaping from Marx’s claim that capitalism has developed technology and 
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created the conditions that make a surplus possible, he argues that “despite 
the prophecy of many Marxists, the promotion of hyperglobalization seems 
unlikely to flip society neatly into a socialist order. While there are 
contradictions inherent in capitalism, it is not a system based on clockwork that 
will stnke twelve and chime in revolution” (177). 

This caricature of the Marxist idea that the capitalist system “produces its 
own gravediggers” is flawed because it fails to take the actual gravediggers into 
account——Wall’s analysis of Marxism glaringly omits the working class as an 
agent of change. Marx argued that the ever-expanding growth upon which the 
entire capitalist system relies created certain factors that would in turn create 
the possibility of its own downfall. Industrialization, for example, forces peasants 
to leave the privacy of their farms to seek work in factories in the cities, where 
they are able for the first time to view themselves as a working class with 
‘common interests and to organize themselves. Furthermore, the technological 
advances spurred by capitalists facilitate economic growth, but also produce 
labor-saving devices, life-saving medical technology, and agricultural advances 
that could feed the world—the sorts of advances that, if shared and used for 
the common good, would allow a future socialist world to share the wealth, 
rather than the poverty. 

None of this, in Marx’s view, makes that socialist future in any way 
inevitable or automatic. What he argued in The Communist Manifesto was that 
class struggle is inevitable, but its result is not decided; that through the 
course of history “oppressor and oppressed stood in constant opposition to one 
another, carried on an uninterrupted, now hidden, now open fight, a fight that 
each time ended, either in a revolutionary re-constitution of society at large, or 
in the common ruin of the contending classes.” Whether or not the ecological 
and economic crises we are seeing today constitute that “common ruin” is up 
for debate. 

The key idea to which Wall returns again and again throughout the book is 
the concept of the commons. He argues that the critical activity of corporate 
‘globalization, just as with the first waves of privatization and industrialization 
‘about which Marx wrote, is the enclosure of the commons. The notion of the 
“commons” comes from the commonly used pasture and farmland in pre- 
capitalist England, which was enclosed for private profit. Wall quotes Vandana 
Shiva’s succinct explanation that “the World Bank is basically taking away the 
resources of the people, putting it in the hands of global capital, destroying 
the livehoods [sic] of people in the name of efficiency and forcing destitution 
on millions and billions of people” (82). By privatizing the land, food supply, 
and water, even the stories, cultures, and ideas of people are turned into 
saleable commodities. Capitalism forces people to participate in markets by 
depriving them of any alternatives. Wall argues that the ideas of taking back 
the commons can bind together the disparate strands of anti-capitalist thought. 


While state provision can be humanized and markets tamed by the social, the 
more fundamental task requires that both the state and the market are rolled back. 
The commons provides an important alternative to both. The anti-capitalist 
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slogan above all others should be ‘Defend, extend, and deepen the 
commons ....Anti-capitalist globalization could be labeled positively as the 
movement for the commons. (183-84) 


Of course, the definition of the commons has changed somewhat since the 
time of Marx; it now includes not only land and physical resources, but also 
ideas, creative work, and of course the Internet, arguably where the greatest 
battle over the commons is now taking place. Wall enthusiastically endorses the 
principle of open source software as an engine for development, one that 
emphasizes use value over exchange value: 


Open source is an excellent example of how something that does not directly 
increase GNP can fuel real prosperity: for example, it provides citizens and 
governments in developing countries with free access to vital computer 

- software.... Open source encourages users to add their own touches, focusing 
attention on the quality of the product. It is a stunning example of how both the 
market and the state can be bypassed by cooperative creativity. The barrier 
between user and provider is eroded; a direct agreement between society members 
is maintained...Marx would have been a Firefox user. (1 88-89) 


Wall’s analysis of the commons as the locus for anti-capitalist thought is 
intriguing and demands further development; in many ways the book would be 
more successful if it had concentrated more fully on this theory and how it 
interacts with various schools of anti-capitalist thought. Where Wall does: 
succeed, though, is in the book’s sheer enthusiasm. As free-market orthodoxy 
falters and the left moves into what may well become a_long-overdue 
resurgence, his message is one of hope. Although the book was written before 
the current economic crisis burst into full view, it contributes to the discussion 
now opening up about the legitimacy of capitalist economics at a time when a 
growing number of people are searching for alternatives. There are alternatives 
to capitalism; there are new ideas that go beyond the sectarian divisions of the 
old left; and it is the creativity, ingenuity, and hope of ordinary people that 
will change the world. 
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The Path to Human Development 


Capitalism or Socialism? 
MICHAEL A. LEBOWITZ 


Preface 


If we believe in people, if we believe that the goal of a human society must be 
that of “ensuring overail human development,” our choice is clear: socialism or 
barbarism. 


These concluding lines from “The Path to Human Development” appear 
on the back cover of one Venezuelan edition—-a pocket-sized edition much like 
the widely circulated “Socialism Does Not Drop from the Sky” (chapter 5 of 
Build It Now). The other edition, together with an extended edition of that 
latter essay (including my “New Wings for Socialism” from the April 2006 
Monthly Review), is being published as The Logic of Capital versus the Logic of 
Human Development for the communal council libraries in Venezuela. 

Both editions depart from the traditional format for books (and Monthly 
Review) because of the numbering of sections and paragraphs. There is a 
reason for this. While the analysis of capitalism and the presentation of a 
socialist alternative are there for individual readers (for whom the numbers are 
unnecessary), collective readers are the real target for this work. In other 
words, “The Path” .has been prepared to support educational and political 
discussions in Venezuela (in, for example, trade unions, communal councils, 
and socialist formations). Numbering sections and paragraphs facilitates this 
kind of discussion. In short, this work is not at all intended as an end product 
to be consumed by an individual passive reader; rather, its purpose is to be a 
means to encourage collective struggle against capitalism and for socialism. As 
the line which precedes those quoted above indicates, “we know we have to 
be prepared to fight.” 

Obviously, it is not only in Venezuela that we have to be prepared to fight 
for a society which permits the full development of human beings. As an 
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example of the important work it does, Monthly Review's policy of placing its 
articles online will make it possible for organizations to make whatever use of 
“The Path” they think may help the struggle. I think that this is one of the 
many contributions that the people at Monthly Review regularly make through 
the Press and now MRzine. In my talk about the booklet at the Venezuelan 
Book Fair last November, I quoted Bertolt Brecht, “reach for the book: it is a 
weapon,” and noted that “The Path” was written to be a weapon. In the 
struggle against barbarism everywhere, we need many weapons. 


—DMichael A. Lebowitz 


What do we want? 

1. What do we all want? We want to be all that we can be. And we want 
this not only for ourselves. We want our families and our loved ones to be able 
to develop all of their potential—that we all get what we need for our 
development. To each according to her need for development. 

What do we need for our development? 

2. There are two points, though, that we need to stress. First, if we are 
going to talk about the possibility of human development, we have to recognize 
that a precondition for that development is sufficient food, good health, 
education, and the opportunity to make decisions for ourselves. How can we 
possibly develop all our potential if we are hungry, in bad health, poorly 
educated, or dominated by others? Secondly, since we are not identical, what 
we need for our own self-development obviously differs for everyone. 

A society that stresses the opportunity to develop our potential 

3. The idea of a society that would allow for the full development of 
human potential has always been the goal of socialists. In his early draft of the 
Communist Manifesto, Friedrich Engels asked, “What is the aim of the 
Communists?” He answered, “To organize society in such a way that every 
member of it can develop and use all his capabilities and powers in complete. 
freedom and without thereby infringing the basic conditions of this society.” 
Marx summed it all up in the final version of the Manifesto by saying that the 
goal is “an association, in which the free development of each is the condition 
for the free development of all.” Our goal, in short, cannot be a society in 
which some people are able to develop their capabilities and others are nol; we 
are interdependent, we are all members of a human family. The full 
development of all human potential is our goal. 

Where does human development come from? 

4. Human development, though, doesn’t drop from the sky. It doesn’t 
come as the result of a gift from above. It occurs through the activity of people 
themselves—through what Marx called revolutionary practice—'the coincidence 
of the changing of circumstances and of human activity or self-change.” We 
change ourselves through our activity—through our struggles and through 
everything we do. The way we produce (in the workplace, in the community, 
and in the home), the way we relate to others in our activity, the way we. 
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govern ourselves (or are governed by others)—all these make us the people 
that we are. We are, in short, the product of all our activities. 
The common sense of the Bolivarian Revolution 

5. Every Venezuelan should recognize these ideas—they are at the center 
of the Bolivarian Constitution of Venezuela. In its explicit recognition (in 
Article 299) that the goal of a human society must be that of “ensuring 
overall human development,” in the declaration of Article 20 that “everyone 
has the right to the free development of his or her own personality,” and in 
the focus of Article 102 upon “developing the creative potential of every 
human being and the full exercise of his or her personality in a democratic 
society —the theme of human development pervades the Constitution. 

6. Further, the Constitution also focuses upon the question of how people’ 
develop their capacities and capabilities—i.e., how overall human development 
occurs. Article 62 of the Constitution declares that participation by people in 
“forming, carrying out and controlling the management of public affairs is the 
necessary way of achieving the involvement to ensure their complete 
development, both individual and collective.” The necessary way—practice, 
protagonism. 

7. And, the same emphasis upon a democratic, participatory, and 
protagonistic society is present in the economic sphere, which is why Article 
70 stresses “self-management, co-management, cooperatives in all forms” and 
. why the goal of Article 102, “developing the creative potential of every human 
being,” emphasizes “active, conscious and joint participation.” 

The 1999 Constitution as a snapshot of the balance of forces at the 
time 

8. But that Constitution was not exclusively devoted to the goal of human 
development. It retained the support for capitalist institutions of earlier 
constitutions—with its guarantee for private ownership of the means’ of 
production (Article 115), its identification of a role for private initiative in 
generating growth and employment (299), and its call upon the state to 
promote private initiative (112). 

9. Further, that constitution included that special condition desired by 
finance capital’s policy of neoliberalism—the independence of the Central 
Bank, which imperialism wants in the constitution of every country because it 
proclaims that it is not elected governments that should make critical decisions 
about an economy but bankers and those under their influence. Very simply, 
the 1999 Bolivarian Constitution was a snapshot of the balance of forces at 
that time: it contained a capitalist element and an element oriented to the full 
development of human potential. 

10. But, were these elements compatible? Can you have that overall human 
development with capitalism? Can capitalism be a path to human 
development? 

The logic of capital 
11. Think about capitalism. In capitalism, the logic of capital dominates; 
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and that logic goes counter to the needs of human beings for their own 
development. In capitalism, the goals of production are the goals of capital for 
profits. For capital, human beings and nature are just means to that goal. 
Capitalists and workers 

12. Consider the nature of capitalist relations of production. There are two 
central aspects—the side of capitalists and the side of workers. On the one 
hand, there are capitalists—the owners of wealth, the owners of material 
means of production. And their orientation is toward the growth of their 
wealth. Capitalists purchase commodities with the goal of gaining more money, 
additional value, surplus value. And that’s the point, profits. As capitalists, all 
that matters for them is the growth of their capital. 

13. On the other hand, we have workers—people who do not own the 
material means of producing the things they need for themselves. Without 
those means of production, they can’t produce commodities to sell in the 
market to exchange. So, how do they get the things they need? By selling the 
only thing they do have available to sell, their ability to work. They can sell it 
to whomever they choose, but they cannot choose whether or not to sell their 
power to perform labor if they are to survive. Capitalism requires people who 
must sell their power to produce in order to get the money to buy the things 
they need. 

The sale of labor-power 

14. But the separation of the means of production from producers is not 
enough for labor-power to be sold. If workers are separated from the means of 
production, there remain two possibilities: (1) workers sell their labor-power to 
the owners of means of production or (2) workers rent means of. production 
from those owners. As we will see below, only the first case creates the 
conditions for capitalist production. 

15. Who decides? Who decides which of the two possibilities it will be? 
The owners of the means of production, the capitalists decide. Owning the 
means of production ensures that ‘you have the power to decide. The 
capitalists can decide how to use their property to achieve their goal. If they 
choose to take possession of production themselves, then the only way that 
workers can survive is by selling their capacity. 

16. But, why does the capitalist decide to buy labor-power? The capitalist 
buys the right to dispose of the worker’s capacity to perform labor precisely 
because it is a means to achieve his goal, profits. Only the growth of his 
capital interests him as a capitalist. Once the capitalist has purchased the 
worker’s capacity, he is in the position to compel the worker to produce profits. 
The market exchange between capital and workers 

17. We now have the basis for an exchange between two parties in the 
market, the owner of money, and the owner of labor power. The worker needs 
money, and the capitalist needs the worker’s power. Each of them wants what 
the other has; it looks like each will get something out of that exchange. It 
looks like a free transaction. Many people look at the transactions that take 


40 j ANALYTICAL MONTHLY REVIEW / FEBRUARY 2009 


THE PATH TO HUMAN DEVELOPMENT: CAPITALISM OR SOCIALISM? 


place in the market and declare, “we see freedom.” After all, no one forces 
you to engage in a particular exchange; you could freely choose to starve 
instead. 

18. What makes this market transaction different from the sale of any 
commodity? True, the worker has no alternative but to sell what she has, but 
that is often true of a peasant or craftsman too. What is different is what 
happens next; something very interesting happens to each of the two parties to 
that transaction. Marx commented, “He who was previously the money-owner 
now strides out in front as a capitalist; the possessor of labor-power follows as 
his worker.” And where are they going? They are entering the workplace; 
they are entering the place where the capitalist now has the opportunity to use 
that property right which he has purchased. 

The logic of capital in the sphere of production—workers controlled 
by capital 

19. Two central characteristics typically occur in the process of production 
that takes place under capitalist relations. First, the worker works under the 
direction, supervision, and control of the capitalist. The goals of the capitalist 
Q.e., the search for profits) determine the nature and purpose of production. 
Directions and orders in the production process come to workers from above. 
There is no market here. There is a vertical relation between the one who has 
power and the one who does not. It is a command system, the despotism of 
the capitalist workplace. 

20. And why does the capitalist have this power over workers here? 
Because he purchased the right to dispose of their ability to perform labor. 
That was the property right he purchased. It was the property right that the 
worker sold and had to sell because it was the only option available if she was 
to survive. 

Workers without property rights 

21. The second characteristic of capitalist production is that workers have 
no property rights in the product that results from ‘their activity. They have no 
claim. They have sold to the capitalist the only thing that might have given 
them a claim, the capacity to perform labor. It’s not like producers in a 
cooperative who benefit from their own efforts because they have property 
rights to the products they produce. When workers work harder or more 
productively in the capitalist firm, they increase the value of the capitalist’s 
property. Unlike a cooperative (which is not characterized by capitalist relations 
of production), in the capitalist firm all the fruits of the worker’s productive 
activity belong to the capitalist. This is why the sale of labor-power is so 
central as a distinguishing characteristic of capitalism. 

Exploitation of wage-laberers 

22. What happens, then, in the sphere of capitalist production? It all 
follows logically from the nature of capitalist relations of production. Since the 
capitalist’s goal is surplus value, he only purchases labor-power to the extent 
that it will generate that surplus value. After all, he’s not in the business of 
charity. 
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23. In order to understand the generation of surplus value, think about 
what workers normally buy—in other words, what they need to maintain 
themselves at their existing standard of living, i.e., the average real wage. 
Based upon the general level of productivity in the society, we can calculate 
‘how many hours of daily labor are required to produce that real wage. For 
example, at a given point, the daily wage might embody 6 hours of average 
labor—6 hours of “necessary labor”; it means that on average, it takes 6 
hours of work to produce the equivalent of that wage. 

24. Of course,. the capitalist has no interest in a situation in which workers 
work only long enough to get their equivalent. What the capitalist wants is 
that workers perform surplus labor—1i.e., that the labor performed by workers 
(the capitalist workday) exceeds the level of necessary labor. The necessary 
condition for generation of surplus value is the performance of surplus labor— 
i.e., more labor than the labor contained in what the capitalist pays as wages. 
The capitalist, through the combination of his control of production and his 
ownership of the product of labor, will act to ensure that workers add more 
value in production than the capitalist has paid them. The difference between 
the total labor they perform and the labor equivalent’ in their wage (in other 
words, a difference which is their unpaid labor) is exploitation. 

Capital’s laws of motion 

25. So, you can be certain that the capitalist will do everything possible to 
increase the ratio between surplus labor and necessary labor, the rate of 
exploitation (or, in its monetary form, the rate of surplus value). 

26. If the workday is equal to the level of necessary labor (e.g., that six- 
hour workday in our example), there is no surplus labor. So, what can the 
capitalist do in order to achieve his goal of surplus value (profits)? One option 
is to reduce what he pays the worker. By driving down the real wage (for 
example, reducing it by one-third), then the hours of labor necessary to 
produce that wage will fall. Instead of six hours of necessary labor, only four 
hours would be required now. The result is that two hours of the six-hour 
workday now would be surplus labor for the capitalist—the basis for production 
of surplus value. 

27. Another option is for the capitalist to use his control over production to 
increase the work that the laborer performs. Extend the workday, make the 
workday as long as possible. A ten-hour workday? Fine, that would mean now 
four hours of necessary labor and six hours of surplus labor. A twelve-hour 
workday? Better. The worker will perform more work for the capitalist over 
and above the wage, and capital will grow. Another way of extracting more 
work from the worker is by intensifying the workday—making workers work 
harder and faster in a given time period and making sure there is no wasted 
motion, no slack time. Every moment workers rest is time they are not working 
for capital. 

28. That is the mherent logic of capital. The inherent tendency of capital 
is to increase the exploitation of workers. In the one case; the real wage is 
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falling; in the other, the workday is increasing. In both cases, surplus labor 
and the rate of exploitation are driven upward. Marx commented that “the 
capitalist [is] constantly tending to reduce wages to their physical minimum 
and extend the working day to its physical maximum.” He continued, however, 
saying “while the working man constantly presses in the opposite direction.” 
Class struggle 

29. In other words, within the framework of capitalist relations, while 
capital pushes to increase the workday both m length and intensity and to 
drive down wages, workers struggle to reduce the workday and to increase wages. 
Just.as there is struggle from the side of capital, so also is there class struggle 
from the side of the worker. Why? Take the struggle over the workday, for 
example. Why do the workers want more time for themselves? Time, Marx 
noted, is “the room of human development. A man who has no free time to 
dispose of, whose whole lifetime, apart from the mere physical interruptions by 
sleep, meals, and so forth, is absorbed by his labor for the capitalist, is less 
than a beast of burden.” 

30. What about the struggle for higher wages? Of course, workers have 
physical requirements to survive. But they need much more thar this. The 
worker’s social needs, Marx commented at the time, include “the worker’s 
participation in the higher, even cultural satisfactions, the agitation for his own 
interests, newspaper subscriptions, attending lectures, educating his children, 
developing his taste, etc.” All of this relates to what he called “the worker’s 
own need for development.” 

31. But the needs of workers for more time and energy for themselves and 
to be able to satisfy socially generated needs don’t concern capital: as the 
buyer of labor-power and ruler within production. It’s obvious why—lowering 
the workday and raising wages mean less surplus labor, less surplus value, and 
lower profits. 

Necessary labor within the household 

32. Capital, we have argued, wants the lowest possible necessary labor. 
But, there is one kind of necessary labor that capital would like to expand— 
unpaid necessary labor. So far, we have only talked about the necessary labor 
in the things that workers buy. Marx did not ignore the fact, though, that 
people need to convert those things they buy in order to consume them; he 
talked about activities “absolutely necessary to consume things”—like cooking 
the food purchased. Indeed, Marx pointed out that the greater the 
“expenditure of labor in the house,” the less money you need to purchase 
things outside the house. 

33. But this labor performed in the household is invisible. Why? Berane 
capital does not have to pay for it. We know, too, that the majority of this work 
is done by women; and it is work that is generally not recognized or valued. 
Yet, without this labor within the household (which Article 88 of the Bolivarian 
Constitution recognizes as “economic activity that creates added value and 
produces social welfare and wealth”), workers would not be available for’ 
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capital in the labor market. 

34. While capital does not pay for this invisible labor, it benefits. The more 
work that is done free m the household, the less the wage has to be. The 
more free time that men have as a result of women’s work in the household, 
the more capital can intensify the capitalist workday. As the purchaser of labor 
power, capital is in a position to gain from the unpaid labor of women within 
the household. And the more intense and lengthy that work in the household, 
the more capital can gain. And, it works the other way, too: the more capital 
drives down wages and intensifies the workday for both male and female 
wage-laborers, the greater the burden placed on the. household to maintain 
workers. 

35. How could we deny that the logic of capital is contrary to the need for 
the development of women? 

The logic of capital versus the logic of human development 

36. There are many examples of how the logic of capital and the logic of 
human development are opposed. Think, for example, about nature and the 
environment. Human beings need a healthy environment and need to live with 
nature as the condition for the maintenance of life. For capital, though, 
nature—just like human beings—is a means for making profits. Treating the 
earth and nature rationally (from the perspective of human beings), Marx 
noted, is inconsistent with “the entire spirit of capitalist production, which is 
oriented towards the most immediate monetary profit.” Capitalism thus 
develops while “simultaneously undermining the original sources of all wealth— 
the soil and the worker.” 

37. The logic of capital, in fact, is the enemy of the logic of human 
development. Standing opposite capital’s goal is “the worker’s own need for 
development.” But, if capital and workers are pressing in the opposite direction 
in capitalism, what determines the outcome? 

Unity and separation among workers—unity is the strategy of 
workers l 

38. The answer is struggle: what happens to wages and hours of work 
depends upon the relative strength of the two sides. For workers in capitalism 
to make gains in terms. of their workdays, their wages, and their ability to 
satisfy their needs, they need to unite against capital; they need to overcome 
the divisions and competition among workers. When workers are divided, they 
are weak. When workers compete against each other, they are not struggling 
against capital; and, the result is the tendency for wages to be driven down to 
their minimum and the workday to be extended to its maximum. That was 
and is the point of trade unions—to end divisions and strengthen workers in 
their struggle within capitalism. 

The strategy of capital—divide workers 

39. How does capital respond? By doing everything it can to increase the 
degree of separation among workers. Capitalists may bring in people to compete 
for work by working for less—e.g., immigrants or impoverished people from the 
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countryside. They may use the state to outlaw or destroy unions or shut down 
operations and move to parts of the world where people are poor and unions 
are banned. From the perspective of capital, all this is logical. It’s logical for 
capital to do everything possible to turn workers against each other, including 
promoting racism and sexism. Marx described the hostility in the nineteenth 
century between English and Irish workers in England as the source of their 
weakness: “It is the secret by which the capitalist class maintains tis power. And 
that class is fully aware of it.’ 

40. So, while it is logical for workers to want a little security in their lived: 
to be able to plan their future and raise families without being in a state of 
constant uncertainty, the logic of capital points in the opposite direction. In 
fact, the more precarious the existence of a worker, the greater is her 
dependence upon capital. Capital prefers the worker who is always worried 
that capital will abandon her, leaving her without a job and with an uncertain 
future. Capital, wherever possible, prefers the occasional, part-time, precarious 
worker, the one with no benefits, the one who will accept lower wages and 
more intense work. 

41. The struggle between capitalists and workers, thus, revolves around a 
struggle over the degree of separation among workers. 

Productivity increases 

42. Precisely because workers do resist wages bene driven to an absolute 
minimum and the workday to an absolute maximum, capitalists look for other 
ways for capital to grow; they introduce machinery, which can increase 
productivity. If productivity rises, then less hours of labor would be necessary 
for workers to reproduce themselves at that same real wage. By increasing 
productivity relative to the real wage, they lower necessary labor and increase 
the rate of exploitation. 

43. In the struggle between capital and labor, accordingly, capitalists are 
driven to revolutionize the production process. That could be good news for 
everyone: with the incorporation of science and the products of the social brain 
into production, it means that significant productivity increases are possible. 
So, there is the obvious potential to eliminate poverty in the world and to 
make possible a substantially reduced workday (one that can provide time for 
human development). Yet, remember, those are not the goals of the capitalist. 
That is not why capital introduces these changes in the mode of production. 
Rather than a reduced workday, what capital wants is reduced necessary 
labor; it wants to maximize surplus labor and the rate of exploitation. 

44. But, what prevents workers from being the beneficiaries of increased 
productivity—through rising real wages as the costs of production of 
commodities fall? How does capital ensure that if and not workers will benefit? 
The reserve army of labor 

45. If productivity increases dropped from the sky, the falling cost of 
producing commodities could permit workers to buy more with their existing 
money wages; in this case, workers could be the principal beneficiaries of 
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productivity gains. But, they don’t drop from the sky; to the extent that 
productivity i increases are the result of changes initiated by capital, the effect is 
to increase the ‘degree of separation among workers and thus to weaken 
workers. For example, every. worker displaced by the introduction of machinery 
adds to the reserve army of labor; the unemployed worker competes with the 
employed worker. Not only does the existence of this reserve army of 
unemployed workers permit capital to exert discipline within the workplace but 
it also keeps wages within limits consistent with profitable capitalist production. 
Displaced workers, for example, may find jobs—but at much lower wages." 

46. The same thing is true when capital moves to other countries or 
regions to escape workers who are organized—it expands the reserve army and 
ensures that even those workers who do organize and struggle do not succeed 
in keeping real wages rising as rapidly as productivity. The rate of exploitation, 
Marx believed, would continue to rise. Even with rising real wages, the “abyss 
between the life-situation of the worker and that of the capitalist would keep 
widening.” 

Exploitation is not the main problem 

47. It is a big mistake, though, to think that the main problem with 
capitalism is inequitable income distribution—i.e., that the basic reason that 
capitalism is bad is that workers receive less income than they produce. If this 
were the only problem, the obvious answer would be to focus upon changing 
the distribution of income in favor of workers, e.g., strengthen trade unions, 
regulate capital through state legislation, follow a full employment policy (that 
reduces the effect of the reserve army)—all such measures of reform would 
shift the balance of power toward workers. 

48. But only for the moment. Because it is essential to understand that 
capital never sleeps. It never stops trying to undermine any gains that workers 
have made either through their direct economic actions or through political 
activity. It never stops trying to divide workers, to turn them against each 
other, to intensify work, to drive wages down. Even when workers have had 
the strength to make gains (as in the period after the Second World War), 
capital looks upon those gains as temporary barriers to go beyond. It uses its 
essential power to decide how to invest and where to invest in order to regain 
the offensive (as it did in the so-called Golden Age). That inherent power of 
capital put an end to the “welfare state” and the “import-substitution” models 
that were introduced in many countries as a basis for economic development. 

49. The problem is not that gains in reducing inequality and exploitation 
are only temporary. Whether workers’ wages are high or low is not the issue— 
any more than whether the rations of slaves are high or low. Rather, we need ` 
to look at the process of capitalist production itself-—to see the nature of the 
workers that capitalism produces. 

How capitalist production deforms workers 

50. Think about the situation of workers in capitalism. As we have seen, 

the goals and authority of capital rule the process of production. Further, 
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workers produce products which are the property of capital. But, workers don’t 
recognize those products as the result of the activity of working people. On the. 
contrary, machinery, technology, all “the general productive forces of the social 
= brain”, appear to workers as capital and as the contribution of the capitalist. 

Those products, further, are turned against workers and dominate them—they 
become the power of capital. What has happened? Simply, Marx explained, 

because the worker has sold his creative power to the capitalist, that power 
now “establishes itself as the power of capital, as an alien power confronting 
him.” 

51. The world of wealth, that world created by. human activity, faces the 
worker “as an alien world dominating him.” For workers in capitalism, 
producing is a process of a “complete emptying-out,” “total alienation,” the 
“sacrifice of the human end-in-itself to an entirely external end.” And what is 
the result of this “emptying-out,” this impoverishment in the process of 
producing? We try to fill the vacuum of our lives with things—we are driven to 
consume (consumerism). How else can we do this but with money, the real 
alienated need that capitalism creates? 

Other ways that capitalist production deforms people 

52. But that drive to “consume, consume!” is only one way that capitalism 
deforms people. In Capital, Marx described the mutilation, the 
impoverishment, and the “crippling of body and mind” of the worker “bound 
hand and foot for life to a single specialized operation” which occurs in the 
division of labor characteristic of the capitalist process of manufacturing. Did 
the development of machinery rescue workers under capitalism? No, Marx 
stressed, it completes the “separation of the intellectual faculties of the 
production process from manual labor.” “In this situation, head and hand 
become separate and hostile,” “every atom of freedom, both in bodily and in 
intellectual activity” is lost. 

53. But, why does this happen? Remember that the technology and 
techniques of production that capital introduces are oriented to only one 
thing—profits. Since workers have their own goals and struggle for them, the 
logic of capital points to the selection of techniques that will divide workers 
from one another and permit easier surveillance and monitoring of their 
performance. The specific productive forces introduced by capital are not 
neutral—they do not empower workers and allow them to develop all their 
capabilities (mental and manual). On the contrary, “all means for the 
development of production,” as Marx stressed about capitalism, “distort the 
worker into a fragment of a man, they degrade him” and “alienate from him 
the intellectual potentialities of the labor process.” 

Why producing under capitalism isn’t fun 

54. In other words, it’s not an accident that most of us find the workplace 
a place of misery—the process of capitalist production cripples us as human 
beings. But, why can’t workers simply struggle against this? Why can’t they 
turn the capitalist production process into a place consistent with human 
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development? 

55. Again, remember the logic of capital: if human development made 
profits for capital, it would have introduced changes that supported it. But 
capital isn’t interested in whether the technology chosen permits producers to 
grow or to find any pleasure and satisfaction in their work. Nor does it care 
what happens to people who are displaced when new technology and new 
machines are introduced. If your skills are destroyed, if your job disappears, so 
be it. Capital gains, you lose. Marx’s comment was that “within the capitalist 
system all methods for raising the social productivity of labor are put into effect 
at the cost of the individual worker.” The logic of capital is the enemy of all- 
round human development. 4 

56. So, if workers do succeed in making gains here (and -elsewhere) 
through their struggles, capital finds ways to respond. And, it has the weapons 
it needs. Through its ownership of the means of production, its control of 
production, and its power to decide the nature and direction of investment, 
capital ultimately can do what it needs to do in order to increase the degree of 
exploitation of workers and expand the production of surplus value. While it 
may face opposition from workers, capital drives beyond barriers to its growth 
in the sphere of production. Capital rules in the sphere of production. 

The logic of capitalist circulation 

57. So, commodities containing more and more surplus value can be 
produced. Yet, there is an inherent contradiction in capitalism: capitalists do 
not want these commodities containing surplus value. Their goal isn’t to 
consume those commodities. What they want is to sell those commodities and 
to make real the surplus value latent within them. They want the money. 
Capitalists’ need for an expanding market 

58. The problem, though, is that the market is not a bottomless pit. In 
the sphere of circulation, capitalists face a barrier to their growth—the extent 
of the market. In the same way, then, that the logic of capital drives capitalists 
to’increase surplus value within the sphere of production, it also compels them 
to increase the size of the market in order to realize that surplus value. If you 
can’t make the surplus value real by selling the commodities containing surplus 
value, why produce those commodities? Once you understand the nature of 
capitalism, you can see why capital is necessarily driven to expand the sphere 
of circulation. 

Globalization of needs 

59. Whatever the size of the market, capitalists are always attempting to 
expand it. Faced with limits in the existing sphere of circulation, capital drives 
to widen that sphere. How? One way is spatially—by spreading existing 
needs in a wider circle. “The tendency to create the world market is directly 
given in the concept of capital itself. Every limit appears as a barrier to be-, 
overcome,” Marx commented. Thus, capital strives “to tear down every spatial- 
barrier” to exchange and to “conquer the whole earth for its market.” 

60. In this process, the mass media play a central role. The specific 
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characteristics of national cultures and histories mean nothing to capital— 
through the mass media, capital’s logic tends to conquer the world through the 
homogenization of standards and needs everywhere. Everywhere the same 
commercials, the same commodities, the same culture—unigue cultures and 
histories are a barrier to capital in the sphere of circulation. 

Creating new needs to consume 

61. There’s another way that capital expands ie market—by “the 
production of new needs.” The capitalist, Marx pointed out, does: everything 
he can to convince people to consume more, “to give his wares new charms, to 
inspire them with new needs by constant chatter, etc.” This is not new— 
Marx wrote this in the middle of the nineteenth century when capitalist 
production was still relatively underdeveloped. In the twentieth century, though, 
the development cf the specifically capitalist mode of production made the 
sales effort essential; but, it wasn’t only the greater productivity that created 
the problem—capital’s success in driving up the rate of exploitation makes the 
realization of surplus value a central problem for capital. 

62. Thus, the ability of capital to move to low-wage countries to 
manufacture commodities that are exported back to the more developed world 
significantly increases the gap between productivity and real wages—i.e., 
increases the rate of exploitation in the world. And, it means that the sales 
effort to move commodities through the sphere of circulation must intensify. 
There’s no greater proof of capital’s victories in the sphere of production than what 
it is prepared to spend to create new) needs in order to sell. 

63. Look at the salaries offered to professional athletes. Why are those 
salaries (and product endorsement fees) so astronomical? It’s all about 
advertising—i.e., all about realizing surplus value. (The more people who 
watch sports on IV, the higher the rates that the mass media capitalists can 
charge the capitalists who are compelled to advertise.) In this respect, there is 
more than just an obscene contrast between the low wages of women 
producing, e.g., Nike shoes and the high endorsement fees that Nike pays 
athletes; there is, indeed, an organic link as the result of the high degree of 
exploitation. 

Exploitation in the sphere of circulation 

64. But, exploitation doesn’t only take place in the sphere of production. 
To turn commodities containing surplus value into money, capitalists must not 
only stimulate needs; they also require people to work selling those 
commodities. And, of course, they want to spend as little as possible in their 
circulation costs; thus, the logic of capital dictates that it should exploit such 
workers involved in selling these commodities as much as possible. The greater 
the exploitation of such workers (in other words, the greater the gap between 
the hours they work and the hours of labor contained in their wage), the lower 
“capital’s costs of selling and the higher the profits after sale. 

- 65. The best way to exploit workers in the sphere of circulation is by using 
casual, part-time, and precarious workers. Those are workers who are easily 
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separated and divided; they find it difficult to combine against capital, and 
they thus compete against each other. This competition can become quite 
intense when there is very high unemployment; not only can capital then drive 
wages in this sector down-—it can also transfer the risk of selling to workers. 
Informal workers 

66. In other words, a large reserve army of the unemployed makes it 
possible for capital to use “the informal sector” to complete the circuit of 
capital. These workers are part of the circuit of capitalist production and 
circulation (since, for the most part, commodities sold by “buhoneros” are 
produced within capitalist relations); however, they have none of the benefits 
and relative security of workers formally employed by capital. They look like 
independent operators (and even think of themselves this way—-a great victory 
for capital!) but they depend upon the capitalist, and the capitalist depends 
upon them to sell those commodities containing surplus value. Like 
unorganized workers everywhere, they compete against each other (and also 
against workers in the “formal” sphere of circulation). Who gains from this? 
As usual, capital benefits as the result of the competition among workers. 
Why capitalism faces crises 

67. Capital, we see, is constantly trying to expand the market in order to 
realize surplus value. But it doesn’t always succeed. Capital tends to expand 
the production of surplus value beyond its ability to realize that surplus value. 
Why? Because of its successes in the sphere of production—in particular, its 
success in driving up the rate of exploitation. What capital does in the sphere 
of production comes back to haunt it in the sphere of circulation: by striving 
“to reduce the relation of this necessary labor to surplus labor to the minimum” 
(i.e. to increase the rate of exploitation), capital simultaneously creates 
“barriers to the sphere of exchange, i.e., the possibility of realization—the 
realization of the value posited in the production process.” Overproduction, 
Marx commented, arises precisely becausé the consumption of workers “does 
not grow correspondingly with the productivity of labor.” 

68. Thus, overproduction is “the fundamental contradiction of developed 
capital.” Capitalist production takes place, Marx pointed out, “without any 
consideration for the actual limits of the market or the needs backed by the 
ability to pay”; as a result, there is a “constant tension between the restricted 
dimensions of consumption on the capitalist basis, and a production that is 
constantly striving to overcome these immanent barriers.” 

Crisis and the sphere of production 

69. The first sign of an imbalance between the ability to produce surplus 
value and the ability to realize it is intensified competition among capitalists. [t 
demonstrates that too much capital is being accumulated (i.e., invested) 
relative to the limits of the market. Ultimately, though, the effect of this, 
imbalance is crisis—- momentary, violent solutions for the existing 
contradictions, violent eruptions that re-establish the disturbed balance for the 
time being.” Commodities don’t sell and, naturally, if commodities cannot be 
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sold, they will not be produced under capitalism because the profits aren’t 
there. And so, production is reduced and lay-offs are announced—even though 
the potential to produce is there and people have needs. Capitalism is not, 
after all, in the business of charity. 

The nature of capitalism comes to the surface 

70. And, that is exactly what capitalist crisis makes it possible to see about 
the nature of capitalism: profits—rather than the needs of people as socially 
developed human beings—determine the nature and extent of production within 
capitalism. What other economic system could generates the simultaneous 
existence of unused resources, unemployed people, and people with unmet 
needs for what could be produced? What other economic system would allow 
people to starve in one part of the world while elsewhere there is an 
abundance of food and where the complaint is “too much food is being 
produced”? 

71. But no crisis necessarily leads people to question the system itself. 
People struggle against specific aspects of capitalism—over the workday, the 
level of wages and working conditions, the unemployment brought about by a 
crisis of overaccumulation, capital’s destruction of the environment, and the 
destruction of national cultures and sovereignty, etc.—but unless they 
understand the nature of the system, they struggle merely for a nicer 
capitalism, a capitalism with a human face. 

72. Nevertheless, capital doesn’t want a nicer capitalism. It wants profits. 
And, even though workers may not be trying to end capitalism but are just 
struggling for fairness within capitalism, their struggles may challenge the drive 
for profits. In this case, capital may find it necessary to reveal another side of 
the logic of capital. 

Capital’s state—the market and state in capitalism 

73. Capital's motto is: “As much market as possible, as much state as 
necessary.’ ’ In its early days, Marx stressed, capital had great need for the 
state: “the rising bourgeoisie needs the power of the state.” Why? Because all 
of the elements capital required for the system to reproduce itself 
spontaneously were not yet in place. For creating the institutions that would 
allow capitalism to flourish, capital needed to subordinate all elements of 
society to itself through the coercive power of the state (e.g., “grotesquely 
terroristic laws”); it used this power, for example, to compel workers “into 
accepting the discipline necessary for the system of wage-labor.” 

The ‘common sense’ that capital creates 

74. With the development of the specifically capitalist mode of production, 
however, Marx suggested that the need for state intervention on behalf of 
capital would be lower. The way in which the particular productive forces 
introduced by capital degrade the worker and “alienate from him the intellectual 
potentialities of the labor process,” the way that “the advantages of machinery, 
the use of science, invention, etc.” are necessarily viewed as ‘attributes of 
capital, and the way in which workers are displaced and divided through the 
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introduction of new technology—all this contributes significantly to make 
workers feel dependent and powerless in the face of capital. 

75. Fully developed, Marx proposed, capitalist production itself sets “the 
seal on the domination of the capitalist over the worker.” Because capital 
constantly replenishes the reserve army of labor in the normal course ..of 
capitalist production, the market is sufficient to compel workers to accept the 
rule of capital. Thus, Marx stated that capital itself “breaks down all 
resistance,” producing “a working class which by education, tradition and habit 
looks upon the requirements of that mode of production as self-evident natural 
laws.” „1 
The state as capital’s ultimate weapon 

76. Yet, workers do resist, do struggle for their needs. And, the market is 
not always sufficient by itself to ensure that capital gets the profits which are ' 
its goal and source of life. So, capital turns to the state—”as much state as 
necessary.” It is prepared to destroy trade unions, do away with all pretences 
of democratic forms, to turn to fascism to get what it wants—the coercive 
power of the state and “grotesquely terroristic laws” are not a characteristic 
only of emerging capitalism. Both at its beginning and when fully developed, 
capital creates the state it needs. 

Underlying basis for imperialism 

77. And, this is not only true internally. Capital’s drive for profits is the 
underlying basis for imperialism. In addition to its search for new, cheaper 
sources of raw materials and new markets in which to sell commodities, capital 
wants workers who can be exploited. It seeks those who are weak, those who 
are willing to work for low wages and under poor working conditions, and 
those who are separated from other workers; thus, capital will move production 
to secure such advantages. When you understand the logic of capital, you 
understand that global capitalism is inherent in capital itself—that it drives “to 
tear down every spatial barrier” to its goal of profits. 

78. Here again, to achieve its goal, capital | follows the motto of “as much 
market as possible, as much state as necessary.” As long capital can get what 
` it needs through the market—e.g., as the result of the competition of primary 
producing countries to sell inputs or the availability of a large pool of workers 
to exploit in production— it need not draw too heavily upon the coercive power 
of the imperialist state. 

Capital and its state help its market 

79. But capital has many weapons before it turns to direct coercion. Where 
do the dominant ideas about the magic of the market come from? In economics 
departments, it is not the economists who are critical of the market who get 
research and financial support from capital and its state. In the battle of ideas, 
capital draws upon the ideology that interference with the market necessarily 
leads to disaster and that all attempts to use the state to do good make things 
worse. Since economists who don’t agree are labeled “bad economists,” they 
tend to be unemployed or marginalized; thus, the voices everyone hears from 
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economists (and through the media) are the ones that shout “TINA! ’—there 
is no alternative to the market, there is no alternative for poorer countries 

(indeed, all countries) but to follow the commands of the market. : 

-80. No one could ever accuse capital, though, of relying solely upon the 
power of ideas. Capital also uses its state to create institutions which ensure 
that the market will command. International institutions . such as the 
‘International Monetary Fund, ‘the World Bank, the World Trade Organization, 
and so-called free trade agreements all have been, created to enforce the logic 
ofcapital. How? By punishing those who dare to think otherwise, countries 
-that try to develop a policy independent of the dominant capitalist powers. 

_ 81. Add to that, imperialism’s “Fifth Column”-—the independence and 
autonomy of Central Banks—-and you have the package of institutions that 
capital uses to foster policies of neoliberalism: policies which remove all 
restrictions on the movement of capital, remove all laws that protect workers, 
consumers, and citizens against capital, and reduce the power of the state to 
check capital (while increasing the power of the state to act on behalf of 
capital). 

Imperialism and the colonial state 

82. Despite all this, you can’t stop people from struggling ultimately for 
their own self-development. In such cases, capital uses the imperialist state to 
intervene militarily and to support, both by subversion and by financial and 
military resources, colonial and client states that act to produce conditions for 
the reproduction of the capitalist world order. And this occurs especially once 
capital has decided to generate surplus value directly in the periphery—now it 
must have the assurance that its investments will be protected. 

83. With the support of local oligarchies and elites, these colonial states are 
assigned the function of creating the framework in which the market serves 
capital best. By separating agricultural producers from the land and providing 
special economic zones for capital to function freely, these instruments of global 
capital make available the reserve army of labor that capital wants. Further, 
they are there to police—to use their coercive power and “grotesquely terroristic 
laws” to attack challenges to the logic of capital. Whenever these colonial 
states are unable to carry out this function, though, capital demands as much 
direct imperialist intervention as necessary. 

84. Imperialism, in short, will stop at nothing. Its history of barbarism 
demonstrates this over and over again. As Che Guevara pointed out, it is a 
bestiality that knows no limits—one that tries to crush under its boots anyone 
who fights for freedom. 

The essence of imperialism 

85. Impenalism is inherent in capital’s goal of surplus value, in its drive “to 
tear down every spatial barrier” to that goal. Not surprisingly, at various times 
the competition between capitalists of different countries to expand may lead 
them to call upon their particular states to give them particular advantages in 
the exploitation of colonies—thus leading to a competition among imperialist 
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states. However, the fundamental contradiction has always been between capital 
and the working classes, between the imperialist state and the colonial producers— 
and, in this, all imperialist states have a common interest. 

Capitalism and human development—capitalism’s vicious circle 

86. Think about the kind of people that capitalism produces. We have 
seen that capitalism cripples people in the process of production. Rather than 
creating the conditions in which people can develop all their potential, capital 
treats people as means to its goal, profits. Their productive activity is 
commanded by this external power; they relate to their work, to the products 
of their work, to the means for their work, to each other, as alien. Capitalist 
production, we see, is a process that produces impoverished human beings. 
And those people, producers who have gained little satisfaction from their 
work, are. driven to find satisfaction in the articles of consumption which they 
are able to command with the wages they have received. 

87. What we can observe clearly here is the vicious circle of capitalism. 
Here we begin with people (a) who are separated from the means of 
production and with needs which they must fulfill. Those people (b) must go 
into the labor market to sell their labor power—competing with other people in 
the same situation. They (c) enter into capitalist production, that process 
which yields as its result impoverished workers with both the need and the 
means to consume, within circumscribed limits. Having (d) consumed these 
alien products, however, they are once again without the means to maintain 
themselves and must present themselves again to capital; they must once again 
produce for capital’s goals. This is a vicious circle, and its phases are 
mterdependent—you cannot change one without changing them all. 

The vicious circle grows 

88. And yet, there is more to this vicious circle of capitalism, because the 
circle is growing. It grows because of the drive of capital to expand. Precisely 
because capital generates new surplus value within the production process as 
the result of exploitation and expands its capacity to produce in order to grow, 
it must also expand the sphere of circulation of commodities by constantly 
generating new needs to consume. Because capital must grow, it devotes 
enormous human and material resources to conjure up new artificial needs. It 
seduces people into a life of consumerism (which can never be fully satisfied), 
and it must do this—it must sell more and more commodities. It must create 
new needs, new needs which increase our dependence upon capital. This is 
why Marx commented that the “contemporary power of capital rests” upon 
the creation of new needs for workers. 

Limits? 

89. Thus, capitalism is a growing circle—a spiral of growing alienated 
production, growing needs and growing consumption. But how long can that 
continue? Everyone knows that the high levels of consumption achieved in 
certain parts of the world cannot be copied in the parts of the world that 
capital has newly incorporated in the world capitalist economy. Very simply, 
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the earth cannot sustain this—as we can already see with the clear evidence of 
global warming and the growing shortages which reflect rising demands for 
particular products in the new capitalist centers. Sooner or later, that circle will 
reach its limits. Its ultimate limit is given by the limits of nature, the limits of 
the earth to sustain more and more consumption of commodities, more and 
more consumption of the earth’s resources. 

90. But even before we reach the ultimate limits of the vicious circle of 
capitalism, there inevitably will arise the question of who is entitled to 
command those increasingly limited resources. To whom will go the oil, the 
metals, the water—all those requirements of modern life? Will it be the 
currently rich countries of capitalism, those that have been able to develop 
because others have not? In other words, will they be able to maintain the 
vast advantages they have in terms of consumption of things and resources— 
and to use their power to grab the resources located in other countries? Will 
newly emerging capitalist countries (and, indeed, those not emerging at all) be 
able to capture a “fair share”? Will the impoverished producers of the world— 
producers well aware of the standards of consumption elsewhere as the result 
of the mass media—accept that they are not entitled to the fruits of 
civilization? Does anyone really think this question is going to be left to the 
market? Indeed, this is precisely the case where capital will use “as much state 
as necessary.” 

The specter of barbarism 

91. The specter of barbarism is haunting the world. How could anyone ever 
think that capitalism is a path to human development? Yes, of course, some 
people have always been able to develop much of their potential within 
capitalism—but all people cannot. Why? Because the very nature of capitalism 
depends upon the ability of some people to monopolize the fruits of human 
activity and civilization and to exploit and exclude others. Capitalism has never 
been a society in which the free development of each is the condition for the 
free development of all; however, the implications of its inherent injustice and 
inequality are obvious now that the limits to its particular pattern of expansion 
have become apparent. 

Socialism and human development 

92. There is an alternative—an alternative which flows from the logic of 
human development. Consciously or unconsciously, people have fought long for 
that alternative; they have opposed the logic of capital with the logic of human 
development. In every struggle for human dignity and social justice—in every 
struggle for better wages and working conditions, against racism and patriarchy, 
for protecting our living environment, and for our rights to adequate health, 
education, and housing (among our other needs), the concept of human 
development is implicit. These are struggles to remove the barriers to our full 
and complete development. 

93. Implicit, too, in our collective struggles is the concept that we are all 
connected—that we need each other, that indeed the free development of 
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each is the condition for the free development of all. The alternative is a 
society based upon love and solidarity, upon our unity as a human family, “the 
unity of man with man, which is based on the real differences between men” 
(Marx). 

94. That society, of course, can’t be one in which the state decides, where 
there is the continuation of the division between thinking and doing, where we 
are dominated (in the workplace, the community, or the household), and 
where there is inequality in our ability to develop our potential. After all, what 
kind of people are produced in such a society? As the Bolivarian Constitution 
recognizes, the human development alternative can only be a democratic, 
participatory, and protagonistic society—one in which our participation, our 
practice, is the necessary condition of ensuring our “complete development, 
both individual and collective.” 

Creating rich human beings 

95. The logic of human development points to our need to be able to 
develop through our democratic, participatory, and protagonistic activity in every 
aspect of our lives. Through revolutionary practice in our communities, our 
workplaces, and in all our social institutions we can produce ourselves as what 
Marx called “rich human beings”——rich in capacities and needs—in contrast to 
the impoverished and crippled human beings that capitalism produces. 
Understanding the logic of human development demonstrates the perverse, 
anti-human logic of capital and points to the alternative we need to build. 

96. In contrast to the hierarchical capitalist state (which Marx understood 
as an “engine of class despotism”) and to the despotism of the capitalist 
workplace, only a revolutionary democracy can create the conditions in which 
we can invent ourselves daily as rich human beings. This concept is one of 
democracy in practice, democracy as practice, and democracy as protagonism. 
Democracy in this sense—protagonistic democracy in the workplace and 
protagonistic democracy in neighborhoods, communities, and communes—is the 
democracy of people who are transforming themselves into revolutionary 
subjects. 

The elementary triangle of socialism | 

97. Not only is this revolutionary democracy necessary to identify the 
needs and capacities of communities and workers but it is also the way to 
build the capacities of the protagonists and to foster a new social relation 
among producers, the relation of associated producers based upon solidarity. 
How else but through protagonistic democracy in production can we ensure 
that the process of producing is one that enriches people and expands their 
capacities rather than crippling and impoverishing them? How else but through 
protagonistic democracy in society can we ensure that what is produced 1 is what 
is needed to foster the realization of our potential? 

98. If there is to be democratic production for the needs of society, 
however, there is an essential precondition: there cannot be a monopolization 
of the products of human labor by individuals, groups, or the state. In other 
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words, the precondition is social ownership of the means of production, the 
first side of what President Hugo Chavez has called the “elementary triangle” 
of socialism: (a) social ownership of the means of production, which is a basis 
for (b) social production organized by workers in order to (c) satisfy communal 
needs and communal purposes. 

99. Let us consider each element in this particular combination of 
distribution-production-consumption. 
A. Social ownership of the means of production 

100. Social ownership of the means of production is critical because it is 
the only way to ensure that our communal, social productivity is directed to the 
free development of all rather than used to satisfy the private goals of 
capitalists, groups of individuals, or state bureaucrats. Social ownership is not, 
however, the same as state ownership. State property can be the basis for 
state capitalist enterprises, hierarchical statist firms, or firms in which particular 
groups of workers (rather than society as a whole) capture the major benefits 
of this state property. Social ownership, however, implies a profound 
democracy—one in which people function as subjects, both as producers and 
as members of society, in determining the use of the results of our social labor. 
B. Social production organized by workers 

101. Social production organized by workers builds new relations among 
producers—relations of cooperation and solidarity., In contrast to capitalist 
production, it allows workers to end “the crippling of body and mind” and the 
loss of “every atom of freedom, both in bodily and in intellectual activity” that 
comes from the separation of head and hand. As long as workers are 
prevented from developing their capacities by combining thinking and doing in 
the workplace, they remain alienated and fragmented human beings whose 
enjoyment consists in possessing and consuming things. And, if workers don’t 
make decisions in the workplace and develop their capacities, we can be 
certain that someone else will. Protagonistic democracy in the workplace is an 
essential condition for the full development of the producers: 
C. Satisfaction of communal needs and purposes 

102. Satisfaction of communal needs and purposes focuses upon the 
importance of basing our productive activity upon the recognition of our common 
humanity and our needs as members of the human family. Thus, it stresses 
the importance of going beyond self-interest to think of our community and 
society. As long we produce only for our private gain, how do we look at other 
people? As competitors or as customers—i.e., as enemies or as means to our 
own ends; thus, we remain alienated, fragmented, and crippled. Rather than 
relating to others through an exchange relation (and, thus, trying to get the 
best deal possible for ourselves), this third element of the elementary triangle 
of socialism has as its goal the building of a relation to others characterized by 
our unity based upon recognition of difference. As in the case of programs of 


ALBA (the Bolivarian Alternative for the Americas), we build solidarity 


among people and at the same time produce ourselves differently. 
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103. And, this concept of solidarity is central because it is saying that all 
human beings, all parts of the collective worker, are entitled to draw upon our 
“communal, social productivity.” The premise is not at all that we have the 
individual right to consume things without limit but, rather, that we recognize the 
centrality of “the worker’s own need for development.” Further, our claim 
upon the accumulated fruits of social brain and hand is not based upon 
exploitation. It is not because you have been exploited that you are entitled to 
share in the fruits of social labor. Rather, it is because you are a human being 
in a human society—and because, like all of us, you have the right to the 
opportunity to develop all your potential. 

104. At the same time, as a human being in a human society, you ales 
have the obligation to other members of this human family—to make certain 
that they also have this opportunity, that they too can develop their potential. 
As a member of this family you are called upon to do your share—a point 
present in the Bolivarian Constitution: Article 135 notes “the obligations 
which by virtue of solidarity, social responsibility and humanitarian assistance, 
are incumbent upon individuals according to their abilities.” 

The defects we inherit 

105. Of course, completing the socialist triangle is not something that can 
occur overnight. The implications of this are significant. For example, producing 
for communal needs and purposes requires a democratic mechanism for 
transmitting needs from below in order to engage in conscious coordination and 
planning. However, the communal needs and purposes initially identified will 
be the needs of people formed within capitalism—people who are “in every 
respect, economically, morally and intellectually, still stamped with the birth 
marks of the old society.” Similarly, how can production be oriented toward 
society when self-interest of the producers still prevails? And how, under these 
conditions, can we ensure that property is truly social? Without production, for 
social needs, there can be no real social property; without social property, no 
worker decision-making oriented toward society’s needs; without worker 
decision-making, no transformation of people and their needs. The failure to 
complete that triangle means that the defects inherited from the old society 
infect everything. So, how can you create socialism for the twenty-first century 
when everything depends upon everything else? 

Revolutionary practice 

106. The problem, in short, is how to create new socialist men and 
women at the same time as new material conditions are developed. It can only 
occur through a process—one in which people transform themselves through 
their practice. We always need to remember the concept of revolutionary 
practice— the simultaneous changing of circumstance and human activity or 
' self-change.” That process by which people prepare themselves for a new. 
society, we see, can only be one of real democracy, protagonistic democracy, 
democracy as practice. 

107. Democratic decision-making within the workplace Gnstead of capitalist 
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direction and supervision), democratic direction by the community of the goals 
of activity (in place of direction by capitalists), production for the purpose of 
‘satisfying needs (rather than for the purpose of exchange), common ownership 
of the means of production (rather than private or group ownership), a 
democratic, participatory, and protagonistic. form of governance (rather than a 
state over and above society), solidarity based upon recognition of our common 
humanity (rather than self-orientation), the focus upon development of human 
potential (rather than upon the production of things)—all these are means of 
producing new human beings, the limbs of a new organic system, socialism for 
the twenty-first century. 

The virtuous circle of socialism 

108. What kind of people do we create as we build this new socialism? 
They are quite different from those produced within capitalism. In contrast to 
the “vicious circle of capitalism,” socialism contains a “virtuous circle.” We 
begin with (a) producers who live within a society characterized by solidarity— 
people who recognize their unity based upon differences. These producers (b) 
enter into an association in order to produce for the needs of society and (c) in 
this process develop and expand their capacities as rich human beings. Thus 
the product of their activity ts (d); producers who recognize their unity and 
their need for each other. They, accordingly, reenter into this process of the 
virtuous circle of socialism. 

109. Like the vicious circle of capitalism, this, too, 1s an expanding circle. 
However, its growth is not driven by the logic of capital—a logic which 
demands greater production, greater consumption of the earth’s resources, and 
greater consumption. On the contrary, the growth driven by the logic of 
human development is not a quantitative growth but rather a qualitative 
growth—the development of all-sided, rich social individuals. There are no 
inherent limits here—except the full development of all human potential. 

The path to human development 

110. In contrast to that socialist triangle (social property, social production, 
and social needs), think about the capitalist triangle—(a) private ownership of 
the means of production and (b) exploitation of workers for (c) the drive for 
profits. Does anyone seriously think that this can be the path to human 
development? 

111. The only path ts socialism. But, knowing where we want to go and 
the path to take us there is only the beginning. 

112. We know that capitalism and impenalism will do everything they can 
to divert us, to divide us, to convince us that there is no alternative. 

113. We know we have to be prepared to fight. 

114. If we believe in people, if we believe that the goal of a human society 
must be that of “ensuring overall human development,” our choice is clear: 

115. Socialism or barbarism. 
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In 1987, in the introduction to their Stagnation and Financial Explosion, 
Monthly Review editors Harry Magdoff and Paul Sweezy wrote: 


We both reached adulthood during the 1930s, and it was then that we received 
our initiation into the realities of ‘capitalist economics and politics. For us 
economic stagnation in its most agonizing and pervasive form, including its far- 
reaching ramifications in every aspect of social life, was an overwhelming 
personal experience. We know what it is and what it can mean; we do not need 
elaborate definitions or explanations. But we have gradually learned, not 
altogether to our surprise of course, that younger people who grew up in the 
1940s or later not only do not share but also do not understand these 
perceptions. The economic environment of the war and postwar periods that 
played such an important part in shaping their experiences was very different. For 
them stagnation tends to be a rather vague term, equivalent perhaps to a longer- 
than-usual recession but with no implication of possible grave political and 
international repercussions. Under these circumstances, they find it hard to relate 
to what they are likely to regard as our obsession with the problem of stagnation. 
They are not quite sure what we are talking about or what all the fuss is over. 


There is a temptation to say: just wait and see, you'll find out soon enough. 
Indeed, this may be the only really satisfactory answer. Unless backed up by 
actual experience, explanations often mean little. And there is no doubt that what 
we see as indications of stagnation in the 1970s and 1980s are still a long way 
from the realities of half a century ago. But it would be a cop-out to leave it at 
that. We owe it to our readers at least to make clearer what we mean by 
stagnation and why we think it is so important. 


60 ANALYTICAL MONTHLY REVIEW / FEBRUARY 2009 


t 


COMMENTARY 


This statement was followed by a detailed examination of the conditions of 
stagnation emerging in what economists call the “real economy” of production, 
and the fact that the main counterforce, somewhat masking the underlying 
disease, was tọ be found in a secular financial explosion—a vast speculative 
increase in debt over a period of decades. Magdoff and Sweezy argued that 
such a financial explosion might continue for a protracted period, artificially 
lifting the economy, with central banks pouring liquidity into the system at the 
least sign of a bursting bubble. But this just meant that the problem would 
get worse over time, leading in all likelihood eventually to a stupendous 
financial crash, a massive devalorization of capital (as Marx was the first to 
analyze), and the emergence of a deep and persistent stagnation, In other 
words, there would be some kind of repetition (though not necessarily at the 
same deep level) of the outright stagnation of the 1930s. 

This condition of severe stagnation following a stupendous financial crash 
(a dynamic which first resurfaced in the Japanese stagnation of the 1990s) is 
in fact exactly the situation in which we find ourselves now. Thus David 
Rosenberg, Merrill Lynch’s chief U.S. economist, recently stated: “We expect 


the recession to last through to the end of 2009/early 2010 before an L- 


shaped recovery takes hold in 2010” (David A. Rosenberg, “The Frugal 
Future,” Economic Analysis, Merrill Lynch, December 16, 2008). The words 
“L-shaped recovery” are the key, suggesting that the most likely course after 
economic recovery begins is a period of continuing stagnation, as in Japan in 
the 1990s or even the depression decade of the 1930s. Those who believe 
that an economic stimulus package will simply restore growth and get it up to 
its previous level are, according to Rosenberg, engaged in wishful thinking. 
“The Japanese government,” he notes, faced with similar deflationary 
conditions, “unveiled no fewer than 10 fiscal stimulus packages in the 1990s, 
many of them directed at infrastructure [with little effect on growth]. In fact, 
the New Deal in the 1930s, coexisted with the Great Depression.” Japan is 
now right back in the stagnation trap from which it never quite fully recovered, 
while it was the Second World War that pulled capitalism (first Germany and 
then the other leading capitalist states) out of the 1930s slump. 

Paul Krugman, who we once called in these pages “A Prizefighter for 
Capitalism” (MR, June 2001), insisted, in his introduction to a new edition of 
Keynes’s General Theory of Employment, Interest and Money (published by 
Palgrave Macmillan m 2007), that even if monetary policy failed to avert the 
reemergence of “mass unemployment” on the level of the 1930s, which he 
thought unlikely, there was always “an easy solution, expansionary fiscal 
policy.” Krugman’s proof: “the giant public works program that restored full 
employment, otherwise known as the Second World War.” This, however, was 
the worst single catastrophe ever experienced by humanity. The world cannot 
afford a repetition of that kind (and to call it a “giant public works program” is 
to remove some of our humanity). What is crucial to understand is that there 
is no possibility of an expansion of civilian government spending on anything 
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remotely like this scale, even in the face of a depression, under the current 
structure of monopoly-finance capitalism. (See the Review: of the Month for 
this issue.) 

Hence, Krugman’s “easy solution” to stagnation is hardly that. Indeed, 
“stagnation theory, in short,” Magdoff and Sweezy wrote in closing their 
introduction to Stagnation and the Financial Explosion, 


teaches us that what we need is not the reform of monopoly capitalism but its 
replacement by a system that organizes economic activity not for the greater glory 
of capital but to meet the needs of people to lead decent, secure, and, to the 
extent possible, creative lives. Once this lesson has been well and truly learned, 

-we can give up the absurd fantasy of making a rotten system work for us, and 
buckle down to the increasingly urgent tasks of directly fighting for what ought to 
be the birthright of every member of a society that has any claim to consider itself 
free and democratic-——a job, a steady income, a home, health care, and security 
in old age. If our ruling class and the government it controls cannot meet these 
elementary human demands, they should be thrown out and make way for 
another system that can and will. It is of course bound to be a long and difficult 
struggle, but it is the only one that makes sense. 


[For a treatment of the present crisis, in line with Magdoff and Sweezy’s 
earlier argument, see John Bellamy Foster and Fred Magdoff, The Great 
Financial Crisis: Causes and Consequences (New York: Monthly Review Press, 
2009). It is also available in India at Cornerstone Publications, Kharagpur (e- 
mail: cornerstone_pub@sancharnet.in).] 
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chaired a committee that has concluded that Indian agriculture can 
accommodate at most a third of its population i in agriculture, as opposed 
to half as at present.. The difference is a small matter of 200 million 
people. 

Displacement is about the sequestration of privileged access to 
resources and need not always involve a geographical reference. Thus, 
the chronic nutritional deprivation from which half our children and a 
third of our adults suffer can be regarded as a special form of( 
displacement. What displacement invariably does entail is. the ruthless 
cutting short of the micro evolutionary process involved in any instance 
of eco adaptation, involving chemical or physical factors as in Bhopal, or 
the social environment as in south Bastar. 

That’s enough. Too bad I can’t take part. All the best for your 
deliberations... Choose your politics before your politics chooses you. . 


Those of us with access to the means of information and persuasion have a 
special responsibility. We therefore note with appreciation that.the organizers 
of, and participants in, the February 2009 VIBGYOR International Film 
Festival in Thrissur, Kerala, formally demanded the release of Dr. Binayak ` 
Sen, and asked Professor -Ilina Sen, his wife, to open the festival. Her . 
comments on that occasion deserve your attention: 


Dear friends, 


I feel greatly privileged and suitably humbled to be with all of 
you today and to inaugurate the fourth edition of the Vibgyor 
International documentary film festival. We have all worked and 
waited for this day; personally for me this represents a recognition of 
the work of Binayak Sen and his comrades in Chhattisgarh to be 
able to build a better world for the tribals and toiling people of the 
region. I am grateful to the human rights activists in Kerala who 
have agreed to step up the campaign for Binayak’s release. 


Binayak Sen has today become an icon for the right of people to 
hold dissenting political and public opinion, to have the right to 
chose the kind of development model they want for themselves, and 
for the rights of all to basic legal safeguards in accordance with the 
constitution. He is in jail now for over 20 months because he was a 

. vocal opponent of the Salwa Judum, a state sponsored vigilante 
militia let loose on the people of South Bastar in the name of 
curbing Naxalites. The fact that he visited a Maoist prisoner in jail 
has been used to fabricate a case alleging that he was involved in 
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anti national and seditious activity. While we strive for the freedom 
of Binayak, it is important to remember that he is not the only one 
imprisoned in this way under the draconian Chhattisgarh Special 
Public Security Act. Over one thousand persons are languishing in 
the various jails of Chhattisgarh, labelled as threats to Public 
Security, under this Act. It is symptomatic of the malaise of our 
system that the first arrest under the act was of a class 12 girl 
student, whose male friend is supposed to have had unsuitable 
political views. These large number of arrests and the general 
repression has driven much of the public dissent underground, and 
many people live in fear of speaking their minds. However, whatever 
is happening to the intelligentsia is being felt and lived many times 
over by the tribal people of our state. 


The Adivasi people of Chhattisgarh are the inheritors of great 
natural resources and a rich cultural life. However, with the creation 
of the new state and its push to ‘develop’ the mineral resources and 
open them up to world markets, a saga of loot and plunder has 
begun. Lands are being acquired for ‘projects’ in total circumvention 
of constitutional safeguards like the mandatory consent of the gram 
sabhas under the fifth schedule operative in these areas. Once again 
it is symptomatic of the malaise that it was the now ill reputed firm 
of Price Waterhouse Cooper which was invited to draw up the 
Vision Plan for the state of Chhattisgarh, and not the spokespersons 
of peoples’ organizations in the state. Our government showcases 
adivasi culture through its presentations of tribal music and dance at 
the Republic Day Parade; however, this will not by itself save the 
adivasis from extinction, which the Salwa Judum and the policies of 
the government seem determined to achieve. 


I want to end with saying that the situation I am describing is 
not only limited to Chhattisgarh. Many indigenous areas, in India 
and all over the world, are facing a similar situation. Documentary, 
filmmakers have in the past played an important role in sharing the 
stories of these areas with the world. The challenge for them to 
continue to do so, and to remain the keepers of our conscience 
continues. I am sure the challenge will be accepted frontally not only 
by the established documentary film makers, but also by the younger 
generation waiting to grow with the times. 


Ilina Sen, Thrissur, 04.02.09. 


+ 
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It is now exactly half of a year since the Lehman bankruptcy set off i 
spectacular panic at the heart of the global financial system, marking the 
end of a dismal era. The panic in the world dominating Atlantic banking 
centres of New York and London—and in every stock exchange of the 
world—that began in mid-September lasted two months, and has beer 
succeeded in the financial markets by an anxious winter where the 
absence of unexpected daily disasters passes for stability. In fact the globa 
financial markets remain highly volatile and with impaired liquidity. . 

By December, at the end’ of the crash and panic phase, he. entire 
banking systems of the United States, United Kingdom and Ireland were 
insolvent. That is to say, in every case the provision of vast direct anc 
indirect public assistance was necessary to avoid bankruptcy. Even the 
strongest individual U.S. and U.K. institutions remain dependent for any 
claim to solvency on the provision of government funds to their weake: 
counter-parties (most notably AIG), in amounts previously unimaginable. 

The greater part of the burden of previous panics in ‘the dollar-standarc 
era—the period following the 1971 unilateral termination by the Unitec 
States of its Bretton Woods obligation to deliver an ounce of gold “for ever: 
$35 tendered by a foreign central bank——were exported by the Atlante 
powers to the periphery. The mechanism was simplicity itself; in the boom 
phase the peripheral state and its private corporations borrowed readil: 
available foreign exchange, the panic would cause dollar capital to flov 
back to the United States, causing a foreign exchange crisis, followed bi 
the imposition of neoliberal “structural adjustment” policies .by the IMF o 
directly by the United States. While these imposed policies varied from 


(continued on inside back cover 
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A Failed System 

The World Crisis of Capitalist Globalization 
and its Impact on China 

JOHN BELLAMY FOSTER 


In referring in my title here to “A Failed System” I do not of course mean 
that capitalism as a system is in any sense at an end. Rather I mean by 
“failed system” a global economic and social order that increasingly exhibits a 
fatal contradiction between reality and reason—to the point, in our time, 
where it threatens not only human welfare but also the continuation of most 
sentient forms of life on the planet. Three critical contradictions make up the 
contemporary world crisis emanating from capitalist development: (1) the 
current Great Financial Crisis and stagnation/depression; (2) the growing threat 
of planetary ecological collapse; and (3) the emergence of global impenal 
instability associated with shifting world hegemony and the struggle for 
resources. Such structural weaknesses of the system, as Joseph Schumpeter 
might have said, are the product of capitalism’s past successes, but they raise 
catastrophic problems and failures in the present nonetheless.! How we choose 
to act today in response to this failed system is therefore the most critical 
question that humanity has ever faced. 


The Great Financial Crisis and Stagnation/Depression 


The world economy. centered in the advanced capitalist states is 
experiencing by far its worst economic crisis since the Great Depression. A 
Great Financial Crisis on a scale not seen in the United States and the other 
advanced capitalist states since the 1930s is leading to a major decline in 
world economic growth, and is pointing to a possible world depression.? So 
severe is the current situation that even U.S. President George W. Bush, in 
prepared remarks for a November 2008 summit of the central bank governors 
and finance ministers of the G-20 economies, stated that what threatened, if 
decisive governmental action were not taken, could be a “depression greater 
than the Great Depression’s.”? 

One way to understand the enormity of the world financial and economic 


* This article was originally a presentation delivered to the International Conference on the 
Critique of Capital in the Era of Globalization, Suzhou University, Suzhou, China, January 11, 
2009. 
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crisis is in terms of what has been called The Return of Depression Economics. 
This was the title of a book that Paul Krugman, the most recent winner of 
the Bank of Sweden’s Nobel Memorial Prize in Economics, first wrote in 
response to the Asian crisis of 1997—98. That book has now been released in 
a new edition, entitled The Return of Depression Economics and the Crisis of 
2008.4 What Krugman means by this phrase is of course the return of the 
economics of John Maynard Keynes’s The General Theory of Employment, 
Interest and Money, published in 1936 in the midst of the Great Depression. 
Everyone would agree that Keynes and his “depression economics” are in 
some sense back. But which Keynes? And if we take Keynes seriously “as a 
critic of capitalism (although a limited one), is it not necessary to go back even 
further to the greatest critic of all: Karl Marx? 

In The General Theory Keynes famously pointed to what he aia the 
“outstanding faults” of the capitalist economy: its enormously unequal division 
of income and its inability to maintain a full-employment equilibrium. These 
outstanding faults produced instability in the investment process of capitalism, 
_ the engine of accumulation. Capitalism, according to Keynes, was a system 
characterized by uncertainty. Investment lost its dynamism when expected profits 
on new investment were depressed, due primarily to present and anticipated 
demand constraints. As investment outlets vanished, capital turned to 
speculation, giving rise to asset bubbles that generated financial instability and 
the prospect of more serious crises in the future. 

The principal doctrine that Keynes challenged was Say’s Law that supply 
creates its own demand. Orthodox economics, he argued, had never freed 
itself from this error and implicitly assumed in its basic analyses that “the 
economic system was always operating up to its full capacity.” This meant that 
the orthodox view was “incompetent to tackle the problems of unemployment 
and of the trade cycle.” The dominant tendency in modern capitalism, he 
believed, was the veering toward unemployment equilibrium and substantial 
excess capacity. Keynes, who was a defender of the system, but who 
advocated policies that went beyond what the capitalist class itself was willing 
to accept, proposed as solutions to these problems: the “euthanasia of the 
rentier, a substantial decrease in capital’s share of income, and “a somewhat 
comprehensive socialisation of investment.”’ He also pointed to the need for 
enhanced civilian government spending to fill the gap in effective demand and 
move the economy toward a full-employment equilibrium. And he argued for 
limited controls on international movements of capital. 

In referring to his analysis as “the general theory” Keynes distinguished 
this from orthodox neoclassical theory, which he referred to as a “special case, 4 
the characteristics of which “happen not to be those of the economic society in 
which we actually live,” and which therefore led to results which were 
“misleading and disastrous. ”® 
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The reality of the Great Depression convinced many economists and 
business observers in the late 1930s that Keynes was nght, and led to 
widespread references to the “Keynesian revolution.” Keynes’s proposals 
related to stimulating effective demand through civilian government spending 
were not directly applied in the 1930s, however, and it was the Second World 
War: that lifted the United States and other advanced capitalist economies out 
of the Great Depression. After the war, Keynes’s analysis was debased by 
such figures as Paul Samuelson at MIT, leading to what was sometimes called 
the.» “neoclassical-Keynesian synthesis,” or more frequently the “neoclassical 
synthesis.” In what Keynes's younger colleague, Joan Robinson, famously 
dubbed “bastard Keynesianism,” Keynes’s more revolutionary insights were all 
excluded and his analysis was reincorporated with the neoclassical theory in a 
subordinate form.’ Mainstream economists came to the conclusion that the 
‘ capitalist economy could be effectively managed by monetary and fiscal policy 
fine tuning, with an emphasis on the former. This was because the economy 
was once again implicitly assumed to act in accordance with Say’s Law, 
moving naturally toward a full-employment equilibrium, now redefined as a 
“natural rate of unemployment.” Neoliberal globalization, deregulation, the 
removal of all restrictions on the movement of capital, the creation of 
sophisticated new financial architectures, were seen as constituting the essence 
of all economic logic on a world scale. 

Hence, by the 1970s (and even more so after the stagflation crisis of that 
decade) Keynes had been relegated to a “special case theory of Depression 
economics,” applicable only when monetary policy could no longer be effectively 
used to boost the economy.'® But such a condition was no longer believed to 
be relevant, since, as University of Chicago economist Robert Lucas declared 
in 2003 in his presidential address to the American Economic Association, the 
problem of depression and even of the business cycle had essentially been 
solved. This view was reiterated in 2004 by Ben Bernanke, then a Federal 
Reserve Board governor, now chairman of the Federal Reserve Board. For 
Bernanke the Great Depression was no longer of theoretical interest; rather 
the problem to solve was the “Great Moderation,” i.e., the reduced volatility 
of the capitalist economy in the 1980s and '90s. What needed investigating, 
he argued, were the reasons for the effective end of the business cycle, which 
he attributed to more sophisticated monetary policy, arising initially out of the 
insights of Milton Friedman’s monetarism.!! 

Today figures like Krugman are seen as partly challenging these conclusions, 
and as representing the return of Keynesian economics. But this is not a 
return to Keynes in the sense of his general theoretical critique of capitalism’s 
fundamental flaws. Rather it is a return to Keynesianism as a “special case” 
of “depression economics,” where monetary policy is ineffective and expansive 
fiscal policy needs to be given priority.'2 The ascendancy of neoclassical 
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economics, which bastardized and subordinated Keynes’s mildly critical view of 
capitalism, is not itself challenged. Nor is capitalism questioned. Rather it is 
assumed that mistakes were made in monetary policy and in regulatory 
systems that have pulled the economy back down into the “special case” of 
Keynesian “depression economics.” 

Hence, what Keynes called the “outstanding faults” of the capitalist 
economy are hardly addressed as such. Keynes, is presented, by his most 
publicized (and reactionary) biographer, as the great “remedist” and little 
else. The resulting policy emphasis is on fiscal stimulus, a mild redistribution 
of income, renewed financial regulations, and international reforms in currency 
trading. The crisis is treated as a kind of external shock (or, as Krugman says, 
the spread of an unknown virus). The severity of the downturn would 
suggest that long-term forces (more than the normal business cycle factors) are 
concerned. Yet, the fact that capitalism is an inherently contradictory historical 
system, which displays increasing irrationality in its later stages is off limits 
within the economics mainstream, even among its supposedly left of center 
theorists, such as Krugman and Joseph Stiglitz. 

Part of the problem is that although Keynes’s thinking was too radical for 
the system he was trying to defend, it was at the same time not radical 
enough. It did not fully explain the core contradictions of capitalism. For a 
truly general theory of accumulation and crisis under capitalism Marx together 
with later Marxian political economy remain critical. For Marx the essence of 
capitalism lay, according to his famous shorthand, in the relation M-C-M. 
Capitalism was a system in which money capital (M) was exchanged for 

commodities (C) that were transformed into new commodities through 
` production, which were then sold again for more money M (or M + An, 
i.e., surplus value). The nature of this process was such that it was unending. 
The M’ was then reinvested in the next period of production, with the object 
of getting M” at the end, and so on, ad infinitum. Any interruption in the 
unending accumulation of capital in this sense pointed to a crisis. Moreover, 
the very existence of a system organized in this way made it possible for a 
crisis to occur through a shortage of effective demand. For Marx, there was 
never any doubt about the root cause of capitalist economic crises. “The 
ultimate reason for all real crises always remains the poverty and restricted 
consumption of the masses as opposed to the drive of capitalist production to 
develop the productive forces as though only the absolute consuming power of 
society constituted their limit.”!® 

With respect to financial expansion and crisis, Marx wrote in volume 3 of 
Capital that the whole “sphere of production may be saturated with capital,” 
with the result that profits increasingly enter into the sphere of speculation: 
“Tf...new accumulation,” he wrote, 
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meets with difficulties in its employment, through a lack of spheres for investment, 
i.e., due to a surplus in the branches of production and an over-supply of loan 
capital, this plethora of loanable money-capital merely shows the limitations of 
capitalist production. The subsequent credit swindle proves that no real obstacle 
stands in the way of the employment of this surplus-capital. However, an obstacle 
is indeed immanent in its laws of expansion, i.e., in the limits in which capital can 
realise itself as capital." 


The “credit swindle,” arising with the turn to money capital (represented 
by Marx as M to M) as the basis of the amassing of wealth, inevitably 
precedes a bust. “Business always appears excessively sound right on the eve 
of a crash.” For Marx nothing was more natural than a liquidity crisis in an 
economic slowdown, where capital hungered insatiably for cash. Mimicking the 
_ 42nd Psalm, he wrote that- the capitalist desires and hordes money in every 
form: “As the hart pants after fresh water, so pants his soul after money, the 
only wealth.” 

Yet, if a constitutes the starting point for a gëneral theory of capitalism 
and crises, his analysis doesn’t encompass many of the specific problems of 
today, given the historical evolution of the system since his time. For Marxists, 
beginning with Hilferding, Lenin, and Luxemburg, the historical evolution of 
the system in the early twentieth century was understood primarily in terms of 
the development of a new stage of capitalism, often referred to as monopoly 
capitalism. This reflected the fact that the most significant change in the 
structure of capitalism in the twentieth century arose out of what Marx called 
the concentration and centralization of production, resulting in the rise of the 
giant firm arid the modern credit system. 

The most ambitious and sustained attempt to develop an analysis of how 
capital accumulation was altered in the economy of the giant firm was 
developed by Michael Kalecki, Josef Steindl, Paul Baran, Paul Sweezy, and 
Harry Magdoff. Kalecki was a Polish Marxist economist who also played a 
major role in the Keynesian Revolution, having introduced most of the 
fundamental innovations associated with Keynes’s general theory before Keynes 
himself. Steindl was. an Austrian economist who worked with Kalecki at the 
Oxford Institute of Statistics during the Second, World War.'? Their work was 
extended into an analysis of the role of the state and popularized in Paul 
Baran and Paul Sweezy’s Monopoly Capital: An Essay on the American 
Economic Order (1966). This theoretical perspective was later applied to the 
world economy and the creeping stagnation of the 1970s, ’80s and ’90s, in a 
series of works by Sweezy and Magdoff. These thinkers argued that the 
-capitalist economy did not naturally tend toward rapid growth.*! Rather specific 
historical “developmental factors” were necessary for strong growth to appear 
for any length of time.2? This was particularly the case for a system dominated 
by monopoly capital, in which monopolistic price formation and profits were 
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associated with certain restraints on accumulation. The main problem of 
accumulation for monopolistic corporations was to find sufficient investment 
outlets for the enormous and rising surplus at their disposal. Short of new 
historical factors that increased investment outlets, absorbing surplus capital, 
the accumulation system tended to sputter out. Hence, “the normal state of 
the monopoly capitalist economy,” Baran and Sweezy argued, was 
“stagnation. ””? 

In the decades immediately after the Second World War the United States 
and the other advanced capitalist economies experienced a period of prosperity, 
subsequently described as the “Golden Age.” This was based on the stimulus 
from special historical factors such as‘(1) a high level of consumer liquidity 
immediately after the war; (2) the rebuilding of the war-devastated European 
and Japanese economies; (3) a second great wave of automobilization (which 
included the impetus to the rubber, steel, and glass industries, the building of 
the interstate highway system, and the suburbanization of the country); 
(4) the growth of the sales effort in the form of the expansion of advertising 
and other forms of  sales-related waste; and (5) high military spending 
associated with two regional wars in Asia. But by the 1970s these 
countervailing factors to the tendency to stagnation were mostly on the wane. 
The result was a rapid slowing down of the economy. Net investment in the 
United States declined, with the investment that was taking place being fed 
largely out of corporate depreciation funds. In this situation, a new outlet for 
the surplus (profits) of corporations was needed. 

This arose in the 1970s, and even more in the [980s and ’90s primarily 
through the development of the financial system, on a scale and with a 
duration that had no historical precedent. Capital, lacking investment outlets, 
increasingly flowed into financial speculation, whilé the financial services 
industry, so-called, was able to come up with more and more new instruments 
to absorb this capital. Hyman Minsky, a socialist-oriented economist inspired 
by Keynes, and influenced by Kalecki and Hansen, observing the new 
developments, formulated his now famous thesis that financial instability is an 
“inescapable part” of developed capitalism. Minsky’s analysis was based on 
Keynes’s notion that there was a flaw in the accumulation process of capitalism 
associated with speculative bubbles in asset price increases on top of a sluggish 
“real economy.”24 For Keynes and Minsky, however, this was understood as a 
phenomenon that largely occurred at the peak of a boom. 

In contrast, Magdoff and Sweezy argued, as early as 1970, that there was 
a “long-run decline in liquidity” arising from the putative “‘success’ in 
controlling the business cycle.” The result was that the U.S. economy was. 
faced with the growing problem of a major “debt-squeeze out,” requiring that 
real and paper values be brought back into accord, sometime in the future. 
The longer that debt ballooned without a major contraction the bigger the 
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problem would become.?? Incredibly, this process of financial expansion 
continued over the decades, with only relatively minor credit adjustments or 
“credit crunches,” until the Great Financial Crisis of 2007—09. 

. Magdoff and Sweezy labeled this long-term contradiction (in the ttle of 
one of their books) Stagnation and the Financial Explosion, arguing that there 
was a kind of “symbiotic embrace” between the two.2° Eventually, this long- ` 
run process of financial explosion was to be characterized as the 
“financialization” of the capitalist economy, and monopoly capital was seen as 
having transformed into “monopoly-finance capital.” The economy became 
increasingly dependent on the inflation of one financial bubble after another. 
Total debt in relation to GDP in the U.S. economy rose from 151 percent in 
1959 to 373 percent in 2007, with the quality of debt decreasing as its 
quantity expanded. But the real economy showed an increasing addictive 
toleration—the need for more to get even a decreasing effect—to the expansion 
of debt. In the 1970s the increase m U.S. GDP was about sixty cents for 
ever dollar of new debt, by the early 2000s this had decreased to around 
twenty cents for every dollar of new debt.” 

A critical element in the development of the United States as the center of 
what became a worldwide financialization of capitalism was the role of the 
dollar as the hegemonic world currency, allowing the U.S. economy essentially _ 
to print dollars as needed and to borrow on an unprecedented scale from the 
rest of the world. This turned the U.S. economy into both the consumer of 
last resort and the center of debt buildup for the world economy as a. whole. 
The vast and growing U.S. current account deficit has meant that the United 
States has had to impose (or “attract”) hundreds of billions of dollars a year in 
investments ‘in paper—and increasingly fictitious—dollar assets on its trading 
partners. The process is coming to an end with the previously unimaginable 
extent of the new debt that must issue from the U.S. government in the 
coming year, as all previous bubbles are folded into a “Treasury bubble.” 

Jim Reid, a perceptive analyst at Deutsche Bank, wrote in mid-December 
2008 that “if 2009 goes horribly wrong it’s probably because there’s a run on 
a major currency or a Government bond market” and suggests that “the UK 
remains the lowest hanging developed market fruit.” Given the weakened role 
of the pound such a prospect can still be imagined as a normal economic 
event. Yet, although the U.S. dollar is subject to identical strains on an even 
greater scale, its role as the global settlement and reserve currency means that 
a run on it cannot be imagined as a normal economic event, but only as a sea 
change in the global political economy.”® 

In 1997, Paul Sweezy declared that globalization was a very long-term 
trend of capitalism, traceable to its very origins in the fifteenth and sixteenth 
centuries. This globalizing trend had major effects in some periods such as the 
rise of China as a major force in the world economy. Nevertheless, the 
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dominant phenomena governing world accumulation at the end of the twentieth 
century, he argued, were the trio of “(1) the slowing down of the overall rate 
of growth, (2) the worldwide proliferation of monopolistic (or oligopolistic) 
multinational corporations, and (3) what may be called the financialization of 
the capital accumulation process.””? It was clearly financialization that was the 
most startling and unstable development. If the financialization process were to 
go into reverse or even to slow, Sweezy suggested, the result would be a deep 
stagnation. There was no telling when this would happen. Financialization, 
Magdoff and Sweezy argued, could continue for some time. Still, at some 
point the rising mountain of debt would grow beyond the capacity of capitalist 
governments to intervene effectively as the lender of last resort, and a financial 
avalanche would result in an unprecedented crisis. Such a major, historic crisis 
of capitalism, arising out of conditions that were equally unprecedented, would 
pose not merely the “return of depression economics” as this was understood, 
in a very limited fashion, by orthodox economists, but would mean the collapse 
of an entire financialized regime of accumulation with lasting real world 
repercussions. [he most likely long-term result was a deep slowdown in the 
trend-rate of growth. 

With the Great Financial Crisis of 2007—09 and the advent of the most 
serious economic downturn since the Great Depression these expectations 
based on an understanding of the historical development of the system have 
come true. In terms of the conditions that are to be experienced by working 
populations around the globe as a result of this unprecedented downturn 
(comparable only to the 1930s) the worst is clearly still to come. 

Already, emerging economies, where the crisis may turn out to be most 
wrenching, are finding their export markets drying up. For China, with exports 
in 2001-06 amounting to over 30 percent of GDP and net exports close to 4 
percent of GDP the shrinking of markets in the United States, Europe, and 
Japan constitutes a serious threat. China currently is experiencing the sharpest 
deceleration in economic growth in thirty years. Chinese exports have dropped, 
auto sales have plummeted, and jobs are shrinking in the cities. House prices 
are now falling in major urban areas and there is a drastic decline in real 
estate investment, which spells a much bigger financial crisis. Millions of 
China’s “floating population” of migrant workers who fueled industrialization 
are unemployed and are returning to rural areas. The sharp drop in economic 
growth and looming signs of deflation in China, it is feared, will pull world 
economic growth down to close to zero.” To the not inconsiderable extent that 
the U.S. generated global financial explosion has contributed to the growth in 
the Chinese real economy the U.S. generated global financial implosion shall 
contribute to its contraction. Economic crises are endemic to capitalism, but the 
level of economic disaster affecting the system, as shown by conditions in the 
United States, on the one hand, and China, on the other, is now without 
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precedent in the post-Second World War period, and the end is not yet in 
sight. 


- The Growing Threat of Planetary Ecological Collapse 


In addressing capitalism as a failed system I have focused first on the 
deepening economic crisis. But this is not the worst of the world’s problems. 
The greatest peril is the growing threat of planetary ecological collapse. Here 
the danger is much greater than in the case of the world economy but the 
sense of alarm and the call for immediate and massive action is less ` 
widespread. As the Swedish Tallberg Foundation stated in its 2008 report, 
Grasping the Climate Crisis: A Provocation, 


The world [at present] faces a breakdown of the global financial system. The 
consequences are staggering, with ripple effects the world over that deliver the 
severest blows to the poor. Fear is rising. One would have expected somewhat of 
the same level of anxiety with regard to the looming breakdown of major parts of 
the Earth system—~rapid deforestation, overfishing, freshwater scarcity and the 
disappearing Arctic sea ice. Reports of such events and processes are abundant, 
but the level of concern is still conspicuously low.?! 


The most serious ecological threat is of course global warming, which is 
inducing widespread, multi-faceted climate change, with disastrous implications 
for life on earth: But in a wider sense, the global environmental crisis involves 
manifold problems and cannot be reduced to global warming alone. These 
multiple hazards’ have a common source in the world economy, including: the 
extinction of species, loss of tropical forests (as well as forest ecosystems 
generally), contamination of and destruction of ocean ecology, loss of coral 
reefs, overfishing, disappearing supplies of fresh water resources, the 
despoliation of lakes and rivers, desertification, toxic wastes, pollution, acid 
rain, the approaching exhaustion of easily available crude oil resources, urban 
congestion, the detrimental effects of large dams, world hunger, overpopulation, 
etc. Together these threats constitute the greatest challenge to the survival of 
humanity since its prehistory. 

The global warming threat is rapidly closing in. The melting of sea ice in 
the Arctic, which some scientists believe could be ice free in the summer in 
less than a decade, is seen as threatening an “albedo flip,” a drastic reduction 
in the reflectivity of solar radiation and an acceleration of climate change. 
Meanwhile, the melting of the ice sheets in West Antarctica and Greenland 
points to an irreversible “tipping point” within a decade that portends rising 
world sea levels that will eventually engulf major population centers in low- 
‘lying areas. The combination of momentous environmental tipping points and 
positive feedback mechanisms accelerating climate change have convinced a 
growing number of climatologists that irrevocable and catastrophic climate 
change is inevitable unless actions are taken in the next ‘decade or so drastically 
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to reduce greenhouse gas emissions. The atmosphere is near the ceiling of 
CO, and other greenhouse gases that will produce the 2°C increase in average 
global temperatures that the United Nations’ Intergovernmental Panel ‘ton 
Climate Change has sought to avoid. Moreover, the world is on a course 
under business as usual that could well lead to average global temperature 
Increases two or even three times as high during this century, spelling an 
inferno for life on the planet.’ 

Indeed, new scientific data suggests that a 2°C increase would itself:be 
disastrous, in terms of rising sea levels and the setting off of various 'sëlf- 
reinforcing feedback mechanisms that could accelerate climate change 
throughout the earth system. This means that allowing for a stabilization’! of 
greenhouse gas concentration in the atmosphere at 550 parts per million 
(ppm), as envisioned in the Stern Review—characterized by most mainstream 
economists as a “radical” response to controlling carbon emissions—or even a 
buildup of carbon to 450 þpm (seen as consistent with a 2°C ceiling in 
average global temperature rise) are now viewed by many leading scientists as 
running the risk of catastrophic change. 

James Hansen, director of NASA’s Goddard Institute of Space Studies, 
and other climatologists, now claim that the goal must be to reduce the 
atmospheric carbon level below the present 387 ppm, to 350 ppm or less. 
This means that net CO, emissions must “approach zero.” It also necessitates 
major changes in energy and land use, requiring massive social reorganization. 
According to Hansen and his colleagues, “if the present overshoot of this [350 
ppm] target CO, is not brief, there is the possibility of seeding irreversible 
catastrophic blocs.” Indeed, “continued growth of greenhouse gas emissions, 
for just another decade, practically eliminates the possibility of near-term return 
of atmospheric composition beneath the tipping level for catastrophic effects.” 
The world is now facing the prospect of irrevocably leaving the mild, protective 
climate of the Holocene, which has defined the environmental conditions. ‘for 
the entire duration of human civilization. 

These new dire warnings by. leading climatologists are based on-a 
perception of the weaknesses of most earlier computer climate models, which 
do not account fully for “slow” climate feedback processes, such as “ice sheet 
disintegration, vegetation migration, and GHG [greenhouse gas] release from 
soils, tundra or ocean sediments.” Hence, it is now recognized that climate 
change can accelerate out of control at lower levels of greenhouse gas 
accumulation in the atmosphere than previously supposed. In arriving, at such 
conclusions Hansen and his colleagues themselves “do pot rely on climate 
models, but rather...on empirical evidence from past and ongoing climate 
change,” utilizing paleoclimatic data.*4 

If scientists are telling us that ecological time is running out if we wish to 
avoid catastrophic global effects, mainstream economists addressing the climate 
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issue claim that we still have plenty of room in which to maneuver. William 
Nordhaus, the leading orthodox economic analyst of global warming in the 
United States, argues for a “climate-policy ramp,” in which modest reductions 
in „greenhouse gas emissions in the near-term would be followed by more 
ambitious reductions in the long term. 

Yet, Nordhaus envisions that under “optimal” conditions atmospheric CO, 
concentration will increase to about 480 ppm in 2050, 586 ppm in 2100, 
peaking at 700 ppm in 2175. Indeed, Nordhaus and other orthodox 
economists claim that the risks to the world of an average temperature of 5°C 
or, more warmer than preindustrial times, which such atmospheric CO, 
concentrations would induce, can be offset by investments in other welfare- 
enhancing areas of the economy. But in reality, as opposed to bourgeois 
economics, this flies in the face of all scientific-ecological assessments, 
threatening absolute catastrophe to human civilization and the planet as we 
know it.?° 

Indeed, there is only one way of accounting for the fact that orthodox 
economists constitute the leading ideological opponents of aggressive reductions 
in greenhouse gas emissions, even at the risk of a planetary inferno—and that 
is their primary role as ideological defenders of the capitalist system and 
promoters of its drive for profits and accumulation at any cost. Nothing so 
clearly demonstrates what John Kenneth Galbraith characterized (in the title to 
his last book) as The Economics of Innocent Fraud. “Capitalism, as we know it 
today,” James Gustave Speth, former head of the United Nations. 
Development Programme, has written, “is incapable of sustaining the 
environment.’°° ‘To turn to mainstream economics for answers is therefore a 
serious, perhaps fatal, error of current policy. 

The fundamental ecological flaws of the capitalist system have been 
emphasized primarily by critical political-economic thinkers coming out of or 
deeply influenced by the Marxist tradition. In the United States environmental 
sociology has been deeply affected by two critical concepts arising out of Marx, 
the “treadmill of production,” and the “metabolic rift.” The treadmill of 
production concept is the notion that capitalism is geared above all to 
exponential growth, as suggested by Marx’s M-C-M’ shorthand. The level of 
economic activity in each period starts with the end point of the previous 
period, leading to a doubling of economic output in, say, a quarter-century at 
a 3 percent annual rate of growth—a process which is interrupted, but not 
brought to an end, by business cycle downturns. The driving force of this 
expansion is capital accumulation and the search for ever expanding profits. 
The country that has experienced the fastest rate of growth over a sustained 
period of time is of course China where the economy, according to the rather 
fantastic (and somewhat suspect) claim by Bloomberg.com, “has increased by 
69-fold” since 1978.77 But exponential growth, if at lower levels than in 
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China, is characteristic of capitalism in general, even where the economy, is 
experiencing only slow growth or stagnation, as has typified the advanced 
capitalist economies in recent decades. Under capitalism, Marx argued, 


We see how...the mode of production and the means of production are continually 
transformed, revolutionised, how the division of labour ts necessarily followed by 
greater division of labor, the application of machinery by still greater application 
of machinery, work on a large scale by work on a still larger scale. 


That is the law which again and again throws bourgeois production out of its old 
course and which compels capital to intensify the productive forces of labour, 
because it has intensified them, it, the law which gives capital no rest and 
continually. whispers in its ear: “Go on! Go on!” 


For Marx workers too were chained to the treadmill of production since 
their conditions were made tolerable for short periods only by rapid economic 
growth—even though this reduced their relative condition within the system, 
and hence made them ever more dependent on their capitalist overlords.*® 

From an ecological perspective, of course, this system of growth at any cost, 
synonymous with capitalism, places the world economy in direct conflict with 
environmental sustainability. China’s rapid growth in recent decades has also 
led to record rates of environmental degradation on its part. China is now close 
to the United States in annual carbon dioxide emissions, though far below the 
latter in emissions per capita. Yet, despite the seriousness of this contradiction 
between the capitalist economy and the planet, establishment economists 
generally argue against any major attempt to avert climate: change, i.e., to 
bailout nature. At the same time they do not hesitate to advocate spending 
trillions of dollars to bailout banks. President-elect Obama’s chief economic 
advisor, Larry Summers, is notorious for his anti-environmental diatribes. He 
has said, on more than one occasion, that it makes as much economic sense in 
terms of future welfare to spend on various non-environmental factors—for 
example, to rebuild infrastructure (roads, bridges, etc.)}—as to seek to preserve 
the environment, say, tropical forests. In addressing the global warming 
problem, Summers naively stated in 1992, that under “the most pessimistic 
estimates yet prepared...global warming reduces growth over the next two 
centuries by less than 0.1 percent a year.” Yet, under the most pessimistic 
estimates of climatologists at that time—now proving accurate—global warming 
under business as usual threatened both life on the planet and human 
civilization itself. Indeed, nothing is more deranged than the notion of 
Summers and other orthodox economists that the planet as we know it can be 
destroyed, while the capitalist economy can continue as before. 

Ironically, the current slowdown of the capitalist economy may help 
temporarily to check some of the increasing burden on the biosphere, by 
reducing the rate of growth of the overall consumption of energy and materials. 
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However, the usual response to economic crisis within capitalism is to remove 
protections previously applied to workers and the environment. Hence, the 
economic decline is likely to result in more intensive forms of ecological 
exploitation. ` 

The growing scale of the capitalist economy and the weight that it is 
imposing on a limited biosphere are not everything. More important, ultimately, 
is the actual integrity of ecosystems and the basic biogeochemical processes of 
the earth system. Here Marx’s theory of the metabolic rift helps us 
understand capitalism’s intensive, not merely extensive, destruction of the 
environment. Marx’s vision had. included an ecological element from the 
beginning. In his Economic and Philosophic Manuscripts of 1844 he wrote of 
the environmental damage wrought by industrial capitalism, in the form of the 
“universal pollution to be found in large towns.” For Marx, “Man lives from 
nature, i.e. nature is his body, and he must maintain a continuing dialogue 
with it if he is not to die.”*? But Marx’s ecological critique of capitalism 
crystallized only with the publication of Capital, volume | in 1867. He was 
influenced by the critique of British industrial agriculture developed by Justus 
von Liebig, the leading German chemist of the day. Building on Liebig, Marx 
pointed to the fact that by shipping food and fiber hundreds and even 
thousands of miles to new urban centers (a reflection of the growing division 
between town and country) industrialized capitalist agriculture was in fact 
depleting the soil of basic nutrients (such as nitrogen, potassium, and 
phosphorus), which were no longer recirculated to the earth. This created a 
major crisis of the soil in Europe and the United States in the nineteenth 
century. Marx described this as an “irreparable rift in the interdependent 
process of social] metabolism, a metabolism prescribed by the natural laws of 
life itself.” He argued that society demanded the “restoration” of a sustainable 
human metabolism with nature, which however could only be accomplished 
under a society of associated producers.*! In the most radical conception of 
sustainability ever developed, Marx wrote: 


From the standpoint of a higher socio-economic formation, the private property of 
individuals in the earth will appear just as absurd as the private property of one 
man in other men. Even an entire society, a nation, or all simultaneously existing 
societies taken together, are not owners of the earth. They are simply its possessors, 
its beneficiaries, and have to bequeath it in an improved state to succeeding 
generations, as boni patres familias [good heads of the household]. 


During the present decade there has been a great deal of research applying 
Marx’s overall concept of the metabolic rift to explain different disjunctures in 
the global ecology related to capitalism’s exploitation of soils, forests, oceans, 
and the carbon cycle. This has led to the conclusion, in the words of 
environmental sociologists Brett Clark and Richard York, that “Capitalism is 
incapable of regulating its social metabolism with nature in an environmentally 
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sustainable manner. Its very operations violate the laws of restitution and 
metabolic restoration. The constant. drive to renew the capital accumulation 
process intensifies its destructive social metabolism, imposing the needs of 
capital on nature, regardless of the consequences to natural systems.”“* 

Confronted with ecological crises, no attempt is made by the system to go 
to the root of the problem in the social relations that are undermining what 
Marx called “the vital conditions of existence.” Rather the problem is shifted 
around, with capitalism continuing “to play out the same failed strategy again 
and again.”*? The result is a compounding of ecological disaster. The solution 
that capitalism provided to the nineteenth century soil crisis that Liebig and 
Marx addressed was not to restore the human metabolism with the soil, but 
rather to develop synthetic, particularly nitrogen-based, fertilizers, which marked 
the beginning of modern agribusiness, and which (because of the high | 
petroleum use) is a major source of global warming, as well as contributing to 
ocean dead zones. Capitalism’s solution to world agricultural production in the 
form of modern agribusiness has resulted in a further polarization of wealth ` 
and hunger. Of the more than six billion people in the world today, the 
United Nation indicates that around one billion are hungry, and their numbers — 
(both relative and absolute) are growing. In the United States itself over 36 
million people, about 12 percent of the population, were “food insecure” in 
2007.6 ` 

Capitalism’s ultimate solution to ecological problems—since fundamental 
changes in the system itself are off limits—is technological. But any 
technological gains in efficiency in the use of natural resources are overwhelmed 
by the extensive and ecologically disruptive pattern of growth that characterizes 
this rapacious system. Hence, capitalism is a failed system where ecological 
sustainability is concerned. 


Global Imperial Instability 


All of the foregoing has to be seen in terms of capitalism as a world 
system. Capitalism came into being in the fifteenth and sixteenth century, 
spreading out from a little corner of Europe, and was from its inception a 
` globalizing economy. But its globalization took the form of a division, from the 
start, between center and periphery, and thus was imperial in nature. The 
system was geared from the first to the needs of accumulation in the center, or 
the top of the world-hierarchy. As time has gone by more and more external 
areas have been incorporated into, the world-capitalist economy so that 
globalization, in the sense of the global ascendancy of capital, is now more or 
less complete. The most dramatic case in recent decades has been China’s, 
rapid integration into the world economy (and the breakdown of the Soviet 
bloc and subsequent integration of most of these states as dependent satellites 
of Western capitalism). 


14 ANALYTICAL MONTHLY REVIEW / MARCH 2009 


REVIEW OF THE MONTH 


Yet, globalization taken in itself is not a very useful way of understanding 
the , accumulation dynamic of the system at this specific stage of its 
development, which is better characterized, as Sweezy argued, in terms of the 
three elements of slow growth (in the center and in the world economy as a 
whole), monopolization via multinational corporations, and financialization. 
Continuing globalization, coupled with financialization, has created the illusion, 
propagated by some ideologues of the system, that “the world is flat.”4” Yet, 
capitalism remains a world economic system divided into separate nation states 
with differing power resources—a contradiction that is impossible to transcend 
within the system. Meanwhile, the growth of multinational corporations based 
in the center countries has served historically to channel global surpluses away 
from the peripheries toward the centers. The concentration of power (economic, 
military, financial, communications) at the center is intrinsic to capitalism as a 
world system, although the specific nations that constitute the center and 
periphery (and semi-periphery) may change. The world economy is therefore 
disproportionately focused on the needs of accumulation at the core. The 
capitalist world system is most stable when governed by a single hegemonic 
power, such as Britain for most of the nineteenth century, and the United 
States for most of the twentieth. In periods of hegemonic instability and world 
economic crisis the system approaches conditions of total crisis, as witnessed by 
the First and Second World Wars. 

The worldwide economic and planetary ecological disasters, already 
discussed, are occurring at a time when there is a tectonic geopolitical shift 
occurring within capitalism. The United States is continuing to decline in 
relative power, while no single power or group of powers can directly challenge 
it at present, particularly with the downfall of the Soviet Union. Under these 
circumstances, the U.S. state has sought to gain control of those strategic 
resources and geopolitical positioning that will generate a “new American 
century” in what is clearly an era of “naked imperialism.”4* This has resulted 
in a new official doctrine of preemptive war, and the launching of such wars in 
Afghanistan and Irag. At the same time, Washington has been the leading 
force in promoting neoliberal policies, imposing a Hayekian capitalism on the 
world—not in order to create a flatter world, but in order to consolidate the 
power of those states already at the top. 

Such global ambitions of a single state, however, inevitably transmute from 
a source of hegemonic stability into a source of hegemonic instability for the 
world system. Despite its globalizing tendencies capitalism is unable to 
integrate politically to form a truly global governance. Instead the attempts of 
Washington to restore and expand its global hegemony, using its military 
power to enhance its economic position, are creating what is potentially the 
deadliest period in the history of imperialism. The United States has recently 
expanded its bases around the world to as many as seventy countries and 
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territories, while U.S. troops are operating on an even wider field. U.S. 
military spending in 2007, according to acknowledged figures, is $552 billion, 
approximately equal to the estimated military spending of all the other nations 
in the world put together, while actual U.S. military spending in 2007 was $1 
trillion. Amiya Kumar Bagchi, one of India’s most distinguished economists, 
has called this a “third axial age,” in which “the United States has emerged 
as the superimperialist, 


and its government has claimed that no international law or organization can. 
deter it from any material action it considers to be in the national interest 
(meaning, of course, the interest of big U.S. capital). At the same time that big 
capital, backed by the military might of the superimperialist, pursues its murderous 
course, the bargaining power of workers all over the world is pushed down to low 
levels through a combination of measures—totally deregulating finance, 
enfeebling the state, and depriving workers of all rights vis-à-vis capital through 
legislation.” 

There is no doubt that the national security apparatus in the United 
States, in this period, sees China, as the great Marxist philosopher Istvan 
Mészáros has said, as its “ultimate target.”°' This has been most evident in 
the last few years in: (1) report after report by the U.S. national security 
establishment warning of China’s growing influence in Africa and access to 
African petroleum reserves, control of which are seen as vital to U.S. “national 
security’; (2) continual fears within the U.S. intelligence community of a 
Chinese-Iranian or Chinese-Russian-Iranian alliance; (3) U.S. efforts to form a 
military pact with India; (4) concerns raised about Chinese advances in space; 
and (5) conflict regarding Tibet, Taiwan, North Korea, and the China Sea. 
Although the United States is economically bound to China at present 
through the production of multinational corporations and intensive trade and - 
currency exchanges—so much so that the two economies appear to be in a 
kind of symbiotic embrace—increased geopolitical rivalry associated with 
declining U.S. hegemony and the rise of China as a world power create the 
possibility of a more explosive relationship arising. 

At present there are very palpable fears in Washington’s higher circles 
regarding the continuing—and from their perspective necessary and non- 
negotiable—role of the dollar as trade settlement and reserve currency, even in 
the face of current Chinese support for the dollar system. Washington 
understands that China’s blind support for the dollar is problematic, especially 
“in the event of a rapid devaluation of all existing dollar obligations resulting 
from Federal Reserve policy. China holds $652 billion in U.S. Treasury debt 
(an increase from $459 billion at the end of 2007). Altogether it owns 10 
percent of the U.S. public debt. A rapid devaluation of the dollar would only 
be seen in China as an expropriation. An ensumg movement of China away 
from the dollar, however limited-—and none but limited moves are immediately 
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possible—could drastically destabilize the entire U.S. dominated world 
economic order.” 

“At the same time as Washington is concerned about the increased potential 
threat to its hegemony posed by the rise of China, it is also striving to contain 
or weaken other states as well, such as Russia, Iran, and Venezuela. There is 
no doubt that the economic and ecological crises, to the extent that they 
worsen, will tend to destabilize the system, intensifying these and other 
imperial tensions. >. * 

Classic geopolitical theory RTT that only by containing the rimlands of, 
Eurasia can a single power control the globe. U.S. strategy at present centers 
on the Middle East, as the strategic petroleum underbelly of Eurasia. But its 
primary goal is to defend and even expand its own weakening global 
ascendancy vis-á-vis potential economic and military rivals. With the spread of 
weapons of mass destruction—which U.S. attempts at consolidating global 
military and economic dominance actually encourage—it is not difficult to 
imagine a situation in which matters will get out of control. The terror'of a 
global holocaust emerging from such economic, ecological,.and geopolitical 
instability—threatened in the first instance by the refusal of the United States 
and its Israeli ally to accept the failure of their policies’ in the Middle East and 
the related mismanagement of world energy resources—is a danger that cannot 
be ignored. This grim reality marks the failed peace—Pox Americana rather 
than Pax Americana—of a failed system.’ 


Beyond a Failed System 


As the foregoing indicates, the world is currently facing the threat of a new 
world deflation-depression, worse than anything seen since the 1930s. The 
ecological problem has reached a level that the entire planet as we know it is 
now threatened. Neoliberal capitalism appears to be at an end, along with 
what some have called “neoliberalism ‘with Chinese characteristics. "^4 
Declining U.S. hegemony, coupled with current U.S. attempts militarily to 
restore its global hegemony through the so-called War on Terror, threaten wider 
wars and nuclear holocausts. The one common denominator accounting for all 
of these crises is the current phase of global monopoly-finance capital. The 
fault lines are most obvious in terms of the peril to the planet. As Evo 
Morales, president of Bolivia, has recently stated: “Under capitalism we are 
not human beings but consumers. Under capitalism mother earth does not 
exist, instead there are raw materials.” In reality, “the earth is much more 
important than [the] stock exchanges of Wall Street and the. world. [Yet,] 
_ while the United States and the European Union allocate 4,100 billion dollars 
to save the bankers from a financial crisis that they themselves have caused, 


programs on climate change get 313 times less, that is to say, only 13 billion 
dollars.”*? 
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The world economic crisis is now so severe that a figure like Martin Wolf, 
chief economic commentator for the Financial Times and longtime “Atlanticist” 
and apologist for U.S. policies, warns that the entire system of world trade 
could break down as in the 1930s. It comes as no surprise that Wolf lays the 
‘blame on “mercantilist countries” with large external surpluses and insufficient 
internal demand, such as China, Germany, and Japan. He singles out China 
as the main culprit. The so-called “mercantilist” countries are accused of 
carrying out beggar-thy-neighbor policies at the expense of the deficit countries 
(that is, above all, the United States) and the entire world.’ We have now 
reached the point where it is possible to ask what the consequences would be 
of the collapse of the dollar as unilateral global trade settlement and reserve 
currency, and this has thrown Wolf and the other Atlanticists into something 
approaching hysteria. It is just these same “mercantilist” states that are the 
plausible core of a new global multilateral currency, a prospect of unspeakable 
fear and horror to the Atlanticists, raising geopolitical tensions that obstruct 
any such project. 

It is clear that neoliberal globalization has come to an end, and that 
capitalism is in a long-term crisis. We are now faced with “depression 
economics, not as a special case, but as a general one. As world-system 
theorist, Immanuel Wallerstein, has suggested for some time, what was called 
“globalization” in the last couple of decades was really at the global level an 
“age. of transition” away from the current capitalist world-system towards 
something else.” 

What exactly this something else is we do not know, and cannot know at 
this point: because it depends on the responses not just of states and 
corporations, but more importantly the response of the world’s populations. On 
top of the intense class alienation, exploitation, and inequality endemic to 
capitalism at every level, we are now faced with widening global fractures. So 
far, on a continental level, leadership in recognizing that the only answer is the 
revolutionary one—a new socialism for the twenty-first century—has been 
taken by the peoples of Latin America, in Cuba, Venezuela, Bolivia, Ecuador, 
and is also manifest in struggles taking place in Brazil, Mexico, Nicaragua, 
and elsewhere.*® Latin America, which was the first continent to feel the full 
brunt of neoliberal globalization, the hardest hit region outside of the Middle 
East in terms military interventions in the last quarter-century, and the region 
that was the initial basis of U.S. international hegemony, is now showing the 
way to the world—not only in relation to the struggle for substantive equality, 
which is essential, but also in relation to saving the planet from capitalism. As 
Morales has stated, “Humankind is capable of saving the earth if we recover ` 
the principles of solidarity, complementarity, and harmony with nature, in 
contraposition to the reign of competition, profits, and rampant consumption of 
natural resources” that distinguishes the failed system of capitalism.” 
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-MONTHLY REVIEW Fifty Years Ago 





One of our country’s better braver minds is the author of the following 
pungent paragraph: 

Our real problems are...concealed from us by our current remarkable 
prosperity, which results in part from the production of arms that we do not 
expect to use, and in part from our new way of getting rich, which is to buy 
things from one another that we do not want at prices we cannot pay on 
terms we cannot meet because of advertising that we do not believe. 

So spoke Robert Hutchins, in an address on receiving the Sidney Hillman 
Award for Meritorious Public Service on January 21. Obviously a well-deserved 
honor. 

—Leo Huberman and Paul M. Sweezy, Notes from the Editors, 
Monthly Review, March 1959. 
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The Reichstag Fire Trial, 1933—2008 


The Production of Law and History 
MICHAEL E. TIGAR AND JOHN MAGE 


In the opening decade of the twentieth century the German national. state 
united the great majority of the German speaking population of Europe, 
excluding only those in Switzerland and the Austro-Hungarian Empire, and 
was among the leading states of the world. It boasted technologically advanced 
industry, among the highest per capita GDP. and the second largest army and 
third largest navy in the world. Germany was at peace, save for minor military 
operations against disobedient natives in Southwest Africa. It was a state that 
was among world leaders in providing basic social insurance, yet held sacred 
private property and the rule of law, except only in strictly prescribed areas of 
national ‘security. In the opening decade of the twentieth-first century the 
German national state unites the great majority of the German speaking 
population of Europe, excepting only those in Switzerland and Austria, its 
industry is technologically advanced and its per capita GDP high. Its military 
budget is the sixth largest in the world, and it is at peace, save for minor 
military operations against disobedient natives in Afghanistan. Despite 
cutbacks, few states in the world have better provision of basic social insurance, 
and Germany today prides itself on holding private property to be sacred and 
on its adherence to the rule of law, except for a few strictly prescribed areas of 
national security. In the fourth and fifth decades of the twentieth century the 
German national state committed crimes universally agreed to be the most 
horrendous in human history. 

Causal explanations of the descent into the Nazi hell have been, of course, 
numerous. Some have emphasized ideas, as in the Isaiah Berlin thesis that 
traces a line of descent into Nazi barbarism starting with the rejection of 
enlightenment values in the German romantic nationalism of the early 
nineteenth century. Other explanations, which we prefer, emphasize the 
interests and actions of those who held the most power—the ruling class—in 
the society that produced the Third Reich. But what of the formidable 
German legal establishment, the Bar, the judiciary, and the globally esteemed 
jurists, those much honored theorists in their university chairs? While no 
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sensible case can be made that gives any primary causal responsibility to the 
legal establishment, yet it is very clear that it (or if you prefer “the Law”) 
presented not the slightest obstacle. Nonetheless the German legal 
establishment was not irrelevant, it had a secondary but not unimportant role 
in the debacle. For the Nazis to lead the German nation mto a war of 
ageression and into genocide required their hegemony, the tacit acceptance of 
the legitimacy of their acts—and of the dutiful observance to their demands— 
as the lawful rulers of the German state, even by many of those German 
citizens who disagreed with their policies. Resistance to the Nazis, however, 
required the quickest possible global recognition of their crimes and the threat 
they represented to all decent people in the entire world. For one moment in 
the early days of Nazi rule in Germany a public trial presented a focus in 
which the German courts provided the Nazis an opportunity to further their 
hegemony, and the potential to the global resistance of an opportunity to 
expose the Nazi crimes—the Reichstag Fire trial. 


The Nazis Aim for Power in Defeated Germany: The Reichstag Fire 


When the German Empire, a constitutional federal state dominated by the 
Kingdom of Prussia, went to war in the first days of August 1914, it did so 
with a near consensus of its citizenry that the cause of the war was the prior 
hostile mobilization of the immense army of the Russian Empire. The war 
was defensive, and whatever measures needed to preserve the nation from 
invasion by the tsarist hordes must immediately be taken, or so it was argued 
by almost every public voice from anti-Semites and Conservative Nationalists 
on the right to the majority of the Social Democrats on the left. 

The Reichstag, the national parliament elected by universal manhood 
suffrage, voted not only the necessary funds (unanimously) but a series of war 
laws and decrees, in particular the first Enabling Act of August 4, 1914, that 
affected a range of basic rights by authorizing the government to impose 
“protective custody” and to curtail freedom of assembly, freedom of the press, 
and postal privacy. 

With defeat came a regime headed by majority Social Democrats who had 
actively helped to pursue the war, and were cursed from the start by their 
complicity with extreme right-wing nationalists in the January 1919 murder of 
the left Socialist leaders Rosa Luxemburg and Karl Liebknecht. This 
government was compelled to sign the Versailles treaty, including harshly 
punitive measures against Germany based upon the assertion of war guilt; a 
question nonetheless still very much open ninety years later. 

The new regime's Weimar Constitution preserved federalism (police powers 
being entrusted to the states) including the leading role of Prussia, but 
replaced the Kaiser with an elected president, whose powers included the 
ability to declare a state of emergency and to rule by decree. While political 
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party governments came and went, including some headed by Social 
Democrats, Weimar Germany continued in practice to be administered by the 
prior ruling strata of conservative nationalist owners of considerable wealth and, 
frequently, large landed estates, who almost without exception dominated the 
top ranks of the permanent civil service, the army, the judiciary, and large 
dustry. The only position of real state power held by the Social Democrats 
was their control of the police in the dominant state of Prussia, albeit a control 
in practice used heavily against the Communist-led left workers movement. 
The Prussian police were the police of the capital Berlin, and constituted over 
60 percent of all the police in Germany. 

= When the Great Depression hit Germany in 1929-30, government by 
parliamentary majority collapsed and a series of inconclusive elections followed. 
President von Hindenburg authorized the government of Chancellor Bruening 
to rule by decree, enforcing a series of harsh economic measures in a time of 
widespread distress. 

The Nazis, a lineal descendent of the right-wing nationalists who had 
murdered Luxemburg and Liebknecht, and who had received a vote of 3 to 6 
percent in the elections of the 1920s, now emerged as a major political force, 
winning nearly 20 percent of the vote in the June 1930 elections and 
approximately a third of the vote in the two 1932 Reichstag elections. In the 
summer of 1932 von Hindenburg appointed as chancellor von Papen, a minor 
right-wing politician. Von Papen on July 20, 1932, urged on by the Nazis in 
the Prussian legislature, seized control of the police power in Prussia from the 
Social Democrats as Reich Commissioner for Prussia under an emergency 
decree signed by von Hindenburg. 

After two succeeding’ inconclusive elections and after von Papen was 
replaced as chancellor by Schleicher, the aged President von Hindenburg was 
persuaded by his son Oskar and by von Papen to make Hitler chancellor, on 
January 30, 1933. Hitler had persuaded von Hindenburg by insisting on only 
two positions in the cabinet for Nazis; Frick as interior minister and Goering— 
Nazi president of the Reichstag—as minister without portfolio, but as minister 
of the interior of Prussia, with control of the Prussian police. 

The new cabinet obtained from the compliant President a decree dissolving 
the Reichstag, and calling new elections for March 5, 1933. Goering also 
obtained a decree that had been prepared by von Papen but never issued, 
giving the new ministry emergency powers to combat “acts of terrorism” by the 
Communists. This Decree for the Protection of the German People included 
the power to censor the press, ban public meetings, and impose “protective 
custody” for up to three months on suspicion of planned criminal. activity, and 
was promulgated by President von Hindenburg on February 4. 

Goering set to work to take full control of the Prussian interior ministry 
and police. The political division of the police was reorganized, and given the 
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name Geheime Statspolizei, the Secret State Police or Gestapo, and placed 
under Goering’s direct control. As a clear sign of the new coalition in power; 
the new head of the Prussian police was Dr. Ludwig Grauert, previously 
business manager of the heavy industry employers association. Police chiefs 
and key officials were replaced throughout Prussia, primarily by Nazis. Goering 
gave a widely reported speech to police in Dortmund that made things as clear 


„as could be: “A bullet fired from the barrel of a police pistol is my bullet. If 


"rh 


you say that is murder, then I am the murderer....1 know two sorts of law 
because Í know two sorts of men: those who are with us and those who ate 
against us. 

= On February 22, fifty loona Nazi SA men (Storm Troopers) 
throughout Prussia were enrolled as auxiliary police. On February 24 Goering’s 
police raided Communist headquarters, and announced (falsely) that seditious 
literature had been found calling for an armed revolution and attacks on public 
buildings; everything was ready. ' 

The Reichstag building broke into flames on the night of February 27, 
1933. Immediately mass arrests were ‚carried out using carefully prepared lists 
of Communist leaders and Reichstag deputies, as well as various Social ` 
Democrats, leading left-wing intellectuals, and trade union leaders. In the first 
night some four thousand were seized, brought to SA barracks, beaten, and 
tortured. Goering announced that the Reichstag Fire was to have been the 
signal for an insurrection and terrorist acts throughout Germany. On February 
28 the Decree for the. Protection of People and State Against Communist 
Acts of Violence Endangering the State was promulgated over the ‘signature of 
von Hindenburg. The first article removed all fundamental rights specified in 
the Weimar constitution, specifically listing personal liberty, freedom ` of 
expression, association, and assembly, and the need for warrants for house 
searches. The second article gave the national government the nght to remove 
all the state governments. Another article provided the death penalty for 
violation of the offenses set out in the decree, and for arson. Nonetheless the 
Nazis failed to gain a majority in. the Reichstag in the March 5 elections; 
indeed, in their last vote the German people elected eighty-one Communist 
depiitigs. But at the first meeting of the newly elected Reichstag the Nazis 
achieved a majority when the eighty-one Communist deputies, many in 
detention since the Reichstag Fire, were expelled. On March 23 this 
Reichstag passed an Enabling Act, entitled Act for the Removal of Distress 
from People and Reich, that gave Hitler absolute power to rule. 

The Reichstag Fire led to a dramatic trial, and to an equally consequential 
counter-trial. Media attention to the trial and the political currents around it~ 
and its leading personalities-—-occupied world attention. This was the political 
trial of its time. In this article, we discuss the political setting of the fire,‘ the 
trial and surrounding events, and the lessons that may be drawn from the 
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changing historical accounts of the trial. We examine critically the different 
versions of key events. 


Three Reichstag Fire Proceedings 


‘There were three Reichstag “proceedings” of consequence. Under German 
law, the first judicial phase was a preliminary examination of evidence, with 
the object of compiling a dossier and bringing formal charges. This phase was 
under the control of Judge Paul Vogt, a loyal Nazi who ordered the potential 
defendants held in prison, most of the time in chains—contrary to German 
law as it then existed. This proceeding began in March 1933 and ended on 
August 31, 1933, when Vogt filed thirty-two volumes of transcripts and 
documents. Those charged were the Dutch anarchist Marinus van der Lubbe, 
who had been arrested at the fire scene, Ernst Torgler, leader of the 
Communist Party group in the Reichstag, and three Bulgarian Communists 
who were sojourning in Berlin—Georgi Dimitrov, Simon Popov, and Vassili 
Tanev. ; 

The second proceeding was a series of hearings held in London by a 
Legal Commission of Inquiry into the Burning of the Reichstag. Their work 
was designed to focus attention on the events in Germany and to assemble 
evidence, including evidence likely to be excluded from the German proceeding 
such as that tending to exculpate the defendants or implicate the Nazis. The 
commission reported on September 20, 1933, concluding that there was no 
evidence linking Torgler, Dimitrov, Popov, and Tanev to the fire, that van der 
Lubbe could not have acted alone, and that there was significant evidence that 
the Nazis had themselves set the Reichstag, on fire. The commission’s work 
was part of an international protest movement, focused not solely upon the 
pending and impending judicial proceedings in Germany, but also upon the 
National Socialist seizure of power using the fire as a pretext. The commission 
had the benefit of an extensive investigation conducted by the World 
Committee for the Relief of the Victims of German Fascism, which assembled 
physical evidence and found witnesses. 

The third proceeding: on September 21, 1933, the criminal trial opened in 
Leipzig. On October- 10 the proceedings moved to Berlin to observe the 
Reichstag premises and later returned to Leipzig. Presiding Judge Buenger 
pronounced the verdict on December 23. 

In the pretrial, commission, and trial proceedings, the Nazis and the 
defendants sought to tell very different stories. Hitler, Goering, and Goebbels 
had announced the Nazis’ theory on the night of the fire: Communists were 
guilty; van der Lubbe, who was arrested at the scene, was one of their 
agents. A decree promulgated on February 28, the day after the fire, enlarged 
the definition of treason to include many forms of dissent—including any claim ` 
that the Nazis had set the fire. Nazi officials declared that such measures 
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were proved necessary by a thorough investigation that showed the guilt of 
unnamed “Communists.” After the Second World War, Goering admitted that 
no such investigation had taken place, but that Hitler had insisted on the 
decree being tssued. 

The night of February 27, Ernst Torgler was arrested when he went 
voluntarily to the police station when he heard his name on the radio. The 
three Bulgarians were rounded up on March 9. 

The Nazi officials now faced the problem of proving their claims. They 
decided to hold a public tral that would have some surface appearance, but 
only that, of fairness. On March 3, 1933, Goering told the Cabinet that the 
preliminary examination would soon begin. The examining magistrate was Dr. 
Braune, “who used to investigate charges against the National Socialist Party, 
and who has always been most ruthless with us. Even if he did his work 
objectively, he is hardly the right man‘to handle so important a case. Thus he 
might restrict his investigations to the criminal alone....He might even set 
Deputy Torgler free.” Hitler concurred. Thus, Judge Vogt was chosen to 
replace Braune. To prevent any future uncertainties about the political 
persuasion of judges and lawyers, the Nazi-controlled Reichstag set up “Special 
Courts” on March 21, 1933, to try offenses listed in the February 28 
Reichstag Fire decree. On April 24, 1934, the Reichstag authorized “People’s 
Courts” to replace the former trial courts in political cases. In the new judicial 
system, all of the judges would be loyal Nazis and defense counsel would 
show their loyalty to the regime by making speeches against their clients. Only 
one of these measures .was applied retroactively to the Reichstag Fire 
defendants: a March 29 law authorized a death sentence for certain crimes 
committed between January | and February 28. 

Vogt set to work with enthusiasm. He sent word to police officials all over 
Germany, asking for information on suspected Communist acts of sabotage 
and terrorism. He focused his attention on witnesses recruited by the police. 
He did not explore the contradictions and lacunae in the various forensic 
reports about the fire. 

While Vogt did his work, antifascist activists in several countries began a 
counter-offensive. The World Committee for the Relief of the Victims of 
German Fascism was established with branches in the United States and 
several European countries. Communist Party activists had a great deal. to do 
with organizing the committees, but the membership represented a cross- 
section of influential figures. On August l, a book, the Brown Book of the 
Hitler Terror and the Burning of the Reichstag appeared under the committee’s 
name. The Brown Book was translated into many languages and millions of 
copies were sold, including in major department stores in the United States. It 
contained, according to Arthur Koestler, “the first comprehensive report on the 
concentration camps...the persecution of Jews [and others], the repression of 
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literature, and other aspects of the terror.” The Brown Book contained an 
Impressive array of evidence that Torgler, Dimitrov, Popov, and Tanev were 
innocent, and that the Nazis had set the fire. 

The committee recruited a staff of investigators and forensic experts, who 
collected evidence in Germany and in Holland, where van der Lubbe had 
lived. After this preparatory work, the Commission of Inquiry held its 
proceedings in London in September 1933. The commission was chaired by 
renowned British barrister D. N. Pritt, K.C, a prominent member of the 
Labour Party, and included American lawyer and ACLU founder Arthur 
Garfield Hays, celebrated French advocate Vincent de Moro-Giaferri, former 
Italian prime minister Francesco Nitti, and Swedish senator Georg Branting. 
The commission proceedings were formal and fairly rigorous. It heard lengthy 
and detailed evidence about the fire and the Nazi reaction to it. The 
commission, as a result of the reputation of its members and the care taken in 
its proceedings, achieved favorable attention in the global press. Its report even 
made its way—illegally—into Germany, and at times became the text against 
which the Nazis focused their efforts at trial. Torgler’ s lawyer, Dr. Sack, spent 
more than half of his closing speech criticizing in detail the commission’s report 
xefore he began to deal with the case against his client. 


WhorSet the Reichstag or>Sire? 


We beat an amining the evidence. Then, we can examine the trial 
proceedings. l 

The night of the fire, German police arrested van der Lubbe, half clothed. 
He had removed his shirt to use it as kindling while setting one of the fires 
inside the Reichstag. 

Many characterizations ‘of van der Lubbe’s role in the Reichstag Fire have 
begun by characterizing his political and social outlook and even in some cases 
his alleged sexual orientation. From these premises, often based on scant 
evidence, writers leap to a cgi sion that van der Lubbe acted alone, or acted 
with Communists or Nazi g on one’s perspective. In 1933, writers 
of the left and right spri with this sort of conclusion-jumping. 

The preferable, y to see van der Lubbe’s role is to 
reason from the un sic evidence, introduced in evidence in 
London or at the Ges! me, and the contemporaneous reports of journalists 
and police officers at the scene. Then, one can evdluate the divergent views 
presented in the dozens of books and articles about the tire. 

By the time police arrived and arrested van der Lubbe, about 9:30 p.m., 
. on the 27th, the Reichstag was ablaze. Many separate fires were merging into 
one. Indeed, the fire was not put out until nearly midnight. A British 
newspaper journalist arrived about 9:45, even before Hitler, Goebbels, and 
Goering, and reported that a police officer said, “They’ve got one of them 
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who did it, a man’ with nothing but his trousers on. He seems to have used 
his coat and shirt to start’ the fire. But there must be others still inside. 
They’re looking for them there.” 

When Hitler, Goering, and Goebbels arrived, they quickly bégan Tto 
assert—without a particle of evidence—that the Communists must have’ et 
the fire, and to announce that they would immediately begin a meeting to 
decide on repressive measures. 

According to the prosecution’s trial evidence, van der Lubbe entered” the 
Reichstag by breaking a window on the lower level. A witness named Floeter 
was passing on his bicycle and heard the sound .of breaking glass. He stopped 
to look and saw someone on the first floor balcony with a burning object in his 
hand. He told a police officer, Buwert, what he had seen, and continued ‘on 
his way. Another witness, Thaler, stopped because he also heard the sound, of 
breaking glass. Thaler originally reported seeing two men inside the building. 

Thus, the timeline of the fire begins at 9:03 or a little after, when the 
witnesses seem to agree that there was the sound of glass breaking and one or 
more people were inside the building setting fires. Another important person 
in this recital is House-Inspector Scranowitz, who rushed from his nearby 
apartment to the Reichstag, and actually confronted and arrested van df; 
Lubbe about 9:25 or a little before. By that’ time, the, Reichstag:sfain 
chambers were in flames. «oe A o "a 

Scranowitz later prepared a diagram that identified at least two dozen 
separate places of origin for the fires that were set and later. merged into one 
or two large-scale blazes. The indictment alleged twenty-three separate fires, 
in different parts of the building, and on different floors. In order to reconcile 
the known time of the first blaze being set, at 9:03, and the later progress of 
the fires, the prosecution accepted F sh È these fires must have been set 
within about eleven to fourteen min 

Moreover, the prosecution foren? 7 oe OA a z agreed that an accelerant or 
accelerants were used to set the fi. & l i 

fè 
material was liquid or solid. Th)” 
officials began to arrive at the Réel 
locked, as they should have been. 

There was never any plausible M e a prov, Tanev, and Popov. 
Torgler, who was a Reichstag deputy, did come and™¥o from the building on a 
regular basis, but he had a solid alibi for the time when the fire was set. No 
forensic evidence or credible witness statement linked him to the fire. 

- Van der Lubbe was caught at the scene. He had doubtless been involved. 
As we have noted, the Brown Book marshaled the evidence that the Nazis ` 
set the fire. Their research showed that there was an underground passage 
leading into the Reichstag. This passage had three entrances: the .one in the 
Reichstag, one in the Reichstag president’s—Goering’s—residence, and one 
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in what the contemporary record ‘describes as an “engine house” or machinery 
room. 

At the trial, Dimitrov. attempted to inquire whether the underground 
;Passage had been investigated, using information that the commission had 
“collected. He was initially ruled out of order. However, a prosecution witness 

named Adermann testified that he had heard noises from the passage during 
nights before the fire. The issue was then open for discussion. The court | 
yisited the site and heard evidence about the passage. 
i It turned out that at least one set of keys to the passage doors was kept 
by Inspector Scranowitz, the man who had arrested van der Lubbe at about 
9: :25. When the fire was discovered, someone on duty called Scranowitz, who 
‘did not answer his telephone. Scranowitz turned up at the fire scene about 
9:18 and told an SS officer that he had heard people in the cellars of the 
Reichstag. The Commission of Inquiry concluded that the underground 
passage was the probable entry point for those who set the fire. Not 
surprisingly, the prosecution and the German court rejected this idea. 

Late in the evening of February 27, Martin Sommerfeldt, who was 
Goering’s press chief, appeared at the Reichstag and interviewed police and 
firefighters in order to prepare a press communiqué. He drafted a press 
communiqué reporting that the police had collected “about a hundredweight” 
of firelighters—about fifty kilograms—at the scene. Sommerfeldt met with 
Goering, who drafted a press release saying that the recovered incendiary 
material was so heavy that at least seven persons would have been necessary 

~to carry it, and that the fires had to have been set by persons familiar with 
the Reichstag building. Goering’s memo, which was issued to the press, said 
that at least ten persons must have been involved in setting the fire. 

The most reliable studies of the fire focus on this forensic evidence, which 

tends powerfully to show that van der Lubbe could not have acted alone and 
that the probable method of entry into the Reichstag was the underground 
passage—the exterior doors having been found locked. 
_ Elements of the left sprang to van der Lubbe’s defense—at least against 
the charge of having been.complicit with the Nazis. In 1933 and early 1934, 
an anarchist group called Comité mondiale contre la guerre et le fascisme (the 
World Committee Against War and Fascism) published a number of tracts 
’ defending van der. Ltibbe from charges made against him in the Brown Book. 
This group had ‘adherents in France, the Netherlands, and Spain. Its main 
theme was that van der Lubbe was a faithful adherent of the working-class 
movement, and that his act was “perfectly legitimate...individual and 
consequential.” It labeled the Brown Book accusation that van der Lubbe was 
a tool of the Nazis “petty bourgeois and Stalinist.” This view of van der 
Lubbe has been carned forward into recent times. 
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Three Trials, Five Defendants 


At trial, the court and prosecution divided the evidence into three parts! 
First, the court heard evidence about the five defendants’ backgrounds and 
activities before the fire. Second, the court—having moved ‘the proceedings to 
Berlin—heard testimony about the fire itself and the events immediately 
surrounding it. The third phase was avowedly political, focusing on the 
defendants’ alleged propensities and on the Nazi officials’ denial that the 
Nazis had set the fire. 

Arthur Garfield Hays attended most of the trial, and noted the dienes 
between the U.S. trial procedure to which he was accustomed and what he 
saw in Germany. In the trial chamber, six judges sat in red robes with 
skullcaps, with Judge Buenger presiding. On the other side of this dais sat the 
prosecutors, also on a raised platform. On the right sat the defendants, inside 
a railed enclosure. Their counsel sat near them. Guards sat near the 
defendants. ' 

German trial procedure at that time followed the continental, civil law, 
model. The preliminary examination, and the thirty-two volumes of reports it 
generated, were to be the principal basis of the trial. Lawyers did not make 
opening statements. Witness statements might be received based on the 
written preliminary examination record. Or, a witness might be called to testify 
on one point, then excused and recalled later when a different subject was 
being considered. The judges might halt a witness’s testimony to call a 
contradictory witness then and there. If more than one person claimed to have 
observed a relevant event, several witnesses might all be called at once, and- 
questioned by the judges in a group until the judges felt some resolution had 
been reached. Judge Buenger dominated the witness questioning, based upon’ 
the preliminary examination report. From time to time, the prosecutor and the 
judges might confer as to where some item might be found in the record. 

Continental procedure permits hearsay testimony: A witness may recount 
what somebody else told him or her, or what he or she overheard being said. 
The hearsay may be discounted, in preference to the witness’s personal 
knowledge, but it nonetheless comes in. 

This procedure makes it difficult for a defense lawyer to seize the initiative 
and try to turn the proceedings to his or her advantage. As Hays wrote, 


Compared to our system, the lawyers play a minor part in a criminal trial. The 
defendants play a much greater part. In Germany, after the judge makes his 
inquiry, lawyers for the defendant are asked if they want to put questions. Then 
the defendants themselves are given the opportunity. In this trial Dimitrov never 
failed to avail himself of this right. He told the court that he wanted neither “the 
honey nor the poison” of Teichert’s [his appointed counsel] defense. He intended 
to defend not only himself, but the Communist Party. “That’s what I’m here for.” 
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As a matter of evidence, Dimitrov, Popov, and Tanev had solid alibis, and 
the;,witnesses whose testimony put them in a position to have committed the 
crime . were . shown either to have been coached into making misleading 
statements or were criminals terrified of Nazi retribution, and incredible. 
Torgler, as a Reichstag deputy, had access to the building but was 
demonstrably nowhere near it when the fire was set. 

Van der Lubbe’s counsel, Dr. Seuffert, could not play much of a role. His 
client had confessed under interrogation. Throughout the trial van der Lubbe 
sat slumped in his chair, Hays describing him as having “the look of an ox,” 
who “would seem to shrink into a green lump.” Dr. Seuffert would from time 
to time wipe the drool from his client’s face. The state’s efforts to tie van der 
Lubbe to the Communist movement were weak. He was said to have 
possessed a red membership card, but the membership cards of the German 
Communist Party were black, and of the Dutch party blue-black. National 
Socialist cards were red. 

Van der Lubbe’s answers, when the court called him as a witness, were 
mostly monosyllabic and often incoherent; he agreed hesitantly to the leading 
questions put to him about his actions and his confession to the police, though 
at times he became noncommittal as though he could not remember what he 
had done and said. : 

There was one point, however, at which van der Lubbe came awake. 
Count Wolf von Helldorf, a Storm Trooper leader and Berlin police official, 
appeared as a witness on October 20, 1933. He had investigated the fire. 
The Brown Book had accused him of complicity in setting it. He was asked 


‘to look at the defendants to see if he recognized any of them, or they him. 


Van der Lubbe would ‘not raise his head, even after Judge Buenger prompted 
him. Von Helldorf barked a command: “You, put your head up. Quick!” Van 
der Lubbe quickly obeyed. As the left press noted, it appeared that he had 
heard his master’s voice. 

The Nazi leaders and the Bulgarian defendants agreed on one point: This 
was a political trial. Any effective defense had to acknowledge this fact and 
confront the reality of Nazi power and influence. Dimitrov’s tactics, from the 
first witness until the last words of argument at the end, were based on 


“knowing this truth. In all the histories of the trial, his performance stands out. 


Why do we say the trial. was political? First, four of the defendants were 
chosen based on their membership in the Communist Party, and not on the 
basis of credible evidence. The Nazi theme, that “the Communists did it,” 
was a trial theme. Indeed, in acquitting Torgler, Dimitrov, Popov, and Tanev, 
Judge Buerger nonetheless “found” that the fire was part of a Communist 
plot. Second, in the trial proceedings the Nazis took up the Brown Book 
challenge. The prosecution aimed to discredit the Brown Book theory, to such 
an extent that the book was said to be the sixth defendant. The Nazis had 


ANALYTICAL MONTHLY REVIEW / MARCH 2009 33 


MICHAEL E. TIGAR & JOHN MAGE 


decided to make their case not only to the court but to the German population 
and the foreign press. Leading Nazi figures came to the trial to express their 
views. Dimitrov did not “politicize” the trial. He showed up and dealt with 
what he found. . 

From the first trial day, Dimitrov set out to dominate the proceedings. He 
cross-examined almost every witness who mentioned his name or those of his 
compatriots. He usually began with “I ask the witness to which party he 
belongs.” The answer, more often than not, was “to the parties of the right.” 
Judge Buenger would ask the purpose of the question. Dimitrov. would say 
some variation of “I want to know who paid for this witness.” Judge Buenger 
would often admonish, “This is an insult to the witness.” After a further 
exchange, the judge would cut off Dimitrov’s questioning. 

When Dimitrov testified, he insisted on making a statement of his 
innocence, rather than beginning by responding to questions. He set out his 
defense: He had not been in Berlin, did not know Torgler and van der 
Lubbe, and was in Germany on behalf of the Bulgarian Communist Party. 
Under questioning, Dimitrov responded emphatically and always with a 
challenge to the unfairness of the proceedings. From time to time, Judge 
Buenger would reprimand him or exclude him from the court for a day or so. 
When Dimitrov claimed that a map of Berlin, allegedly found in his rooms, 
had been forged, the judge said, “I won’t permit you to insult the police.” 
When Dimitrov suggested that the Nazis had set the fire, the judge said: 
“Dimitrov...behave modestly and quietly. If you can’t do that, you won't get 
very far here.” Dimitrov replied, “I feel compelled to speak. I don’t deny my 
Communist convictions. But because of that | am opposed to individual terror. 
During the investigation, the judge [Vogt] tried to make a terroristic adventurer 
out of me.” Judge Buenger told Dimitrov to raise that issue with his counsel, 
to which the latter replied, “I have already said I do not recognize this 
counsel. I am my own counsel.” 

And indeed he was. The most celebrated events of the trial were 
appearances by Storm Troop leaders and police officials Heines and von 
Helldorf, as well as Goering and Goebbels. The chief prosecutor, Dr. Werner, 
explained that the Brown Book had claimed that Goering and Goebbels were 
instigators of the fire, and they should be “given the: opportunity of clearing 
their names.” 

Goering was summoned to appear on November 4. Security around the 
courthouse was enhanced. Government officials were in attendance. At 10:30, 
after keeping the court waiting for an hour, Goering entered in his Storm 
‘Trooper uniform. All the Germans gave the Hitler salute. Dr. Buenger echoed 
Dr. Werner’s sentiment that Goering and Goebbels should be permitted to 
rebut the Brown Book allegations. 

Goering then spoke for three hours, with noisy support from the audience. 
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Dimitrov confronts Goering. 


After Goering’s statement, Dimitrov cross-examined. He peppered Goering 
with questions. He put questions designed to show that Goering’s accusations 
of Communist complicity were made after a cursory and flawed investigation. 
Goering’s anger mounted. He said he was “only concerned with the 
Communist Party of Germany and with the foreign Communist crooks who 
come here to set the Reichstag on fire.” The audience cheered. Dimitrov 
replied, “Yes, of course, bravo, bravo, bravo! They have the right to fight 
against the Communist Party, but the Communist Party of Germany has the 
right to go underground and to fight against your government; and how we 
fight back is a matter of our respective forces and not a matter of law.” Judge 
Buenger interjected: “Dimitrov, I will not have you making Communist 
propaganda here.” To which Dimitrov replied that Goering was making 
National Socialist propaganda. The exchange continued: 


Goering: Look here, I will tell you what the German people know. They 
know you are behaving in a disgraceful fashion....1 did not come 
here to be accused by you. 

Dimitrov: You are a witness. 
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Goering: In my eyes you are nothing but a scoundrel, a crook who belongs 
on the gallows. 
Dimitrov: Very well, | am most satisfied. 


At this point, Judge Buenger cut Dimitrov off, again accusing him of 
making propaganda, while not rebuking Goering at all. Dimitrov tried to put 
more questions, but the judge ordered him to sit down. Dimitrov had one last 
shot: “You are greatly afraid of my questions, are you not, Herr Minister?” 
Goering’s anger rose. He replied, “You will be afraid when-I catch you. You 
wait until I get you out of the power of this Court, you crook!” The judge, 
ever dutiful, said, “Dimitrov is expelled for three days. Out with him!” 

The moment is without parallel, the witness credibly threatening to murder 
the accused. And the effect of Dimitrov’s cross-examination of Goering, in the 
court and around the world, was electrifying. The next day the Swiss 
conservative paper Neue Ziircher Zeitung described Goering’s “mad foolhardy 
rage” and concluded that “the whole trial has been rendered worthless at one 
blow.” 

Goebbels’s appearance, four days later, was less dramatic but again saw 
Dimitrov in great form. Dimitrov focused on the inconsistency between the 
prosecution’s claim that the Communists had set the fire and Goebbels’s 
earlier accusation that the- Social Democrats had also been involved. Judge 
Buenger had apparently learned something from Goering’s appearance, for he 
suggested at several points that Goebbels need not answer Daimitrov’s 
questions that were asked “for propaganda purposes.” Goebbels declined the 
judge’s suggestions. Torgler also questioned Goebbels, establishing that the 
German Communists had embraced strikes and political discourse rather than 
violence. In a final statement, Goebbels explained that he had come to court 
because “the foreign press has done nothing to remedy” the “lying 
accusations” of the Brown Book. 

At the end of the trial, the judges gave-a lengthy opinion analyzing the 
evidence. Van der Lubbe was convicted and sentenced to death, the others 
acquitted. The court concluded: 


Even though...the defendants Torgler and the Bulgarians [Dimitrov, Tanev and 
Popov] could not be convicted as accessories, nonetheless no doubt exists as to 
the camp in which these accessories were to be found.... The burning of the 
Reichstag was undoubtedly a political act: The enormity of the crime—that is to 
say, of the means—points to the importance and violence of the goal. This can 
only have been the seizure of power.... The crime can only be the work of radical 
left-wing elements, who hoped to exploit it for the purpose of overthrowing the 
government and the constitution, and seizing power.... [he Communist party has 
proclaimed such treasonable goals as its program. It was the party of treason. 
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What Did This Trial Prove, and to Whom? 


Every famous trial has several audiences. Each side, prosecution and 
defense, is intent on winning if possible. That means gaining the assent of a 
judge or judges, or of jurors. But sometimes when the courtroom result seems 
foreordained, and sometimes even when it does not, parties understand that 
there is a wider audience that must be convinced, if possible, where justice is 
to, be found. 

` The prosecutors who tried Aaron Burr for treason must have known that 
he would probably be acquitted, yet their proof and their arguments were 
designed to sully Burr’s reputation beyond repair regardless of the trial’s 
outcome. When John Brown was tried in 1859 for leading a slave revolt, 
murder, and treason against the State of Virginia, a guilty verdict and death 
sentence were inevitable and Brown knew it. He raised his voice against 
slavery and made his trial a symbol of abolitionist sentiment. 

In the Reichstag Fire trial, the Communist defendants could see how the 
National Socialists had exploited the fire. The Nazis had gained a Reichstag 
majority by expelling the Communist deputies, as part of the spate of 
repressive measures taken just after the fire. The defendants had endured 
confinement in chains during Judge Vogt’s preliminary examination. They were — 
being tried in a “regular” court, but before a judiciary that had for decades 
been moving to the right under various political influences and events. They 
could not be confident of acquittal even though there was no proof whatever of 
their guilt. 

However, Dimitrov had the factual support of the investigative work that 
lay behind the Brown Book. He had his eloquence. He could anticipate 
being acquitted. He was in court every day, so he could seek to impose his 
personality and his views upon the proceedings. No other trial participant 
had—and seized—as many opportunities to speak as Dimitrov. As Arthur 
Garfield Hays reports, “Whenever he got to his feet, he would by the force 
of his personality place the court, the prosecutors, the German audience, and 
the Nazis on the defensive.” Hays reports that even Judge Buenger began to 
accord Dimitrov a kind of grudging respect. And the German radio, which had 
begun by broadcasting the trial, began not to air Dimitrov’s participation. 

Regardless of his chances at a favorable judicial verdict, Dimitrov knew that 
the world press whose representatives were there, and the left movements who 
were following the trial, needed to hear his message. He stood in a lineage 
that had begun with the Brown Book, continued with the London 
Commission of Inquiry, and would be followed by publicity efforts that focused 
on his defense. He could seek, and expect, success with the audiences in 
court and out of court. 

The Nazis also took a considered view of their audiences. By ensuring that 
Judge Vogt would conduct the preliminary examination, they maximized their 
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chances of making their theory the centerpiece of the trial. Convicting the 
Bulgarians was always problematic, although Torgler’s access to the Reichstag 
gave them. some grounds to think he would be convicted. But a prosecution 
verdict was never the principal object. Nonetheless, the Nazi press and even, 
Hitler himself derided the verdict, and it set the stage for the changes in 
German criminal procedure that wiped away all vestiges of due process. The 
German populace heard a very different version of trial events than did those 
who read the international press. The crowd’s reaction to Goering and 
Goebbels was symptomatic. The Nazi political and propaganda machine was 
geared to make the entire Reichstag process—from the fire to the trial and 
beyond—an ingredient of its consolidation of power. For those property-owning; 
anticommunist Good Germans .to whom the Nazis were distasteful, the 
Reichstag Fire and trial provided reassurance that the brutal measures so far 
taken were in some sense both necessary and “legal.” And the legitimacy thus 
gained contributed to the ready obedience of the Good Germans to the Nazi 
orders that were to come. And every step of the way the German judiciary 
efficiently fulfilled its role and legitimated the Nazi regime, to the bitter end. 
Of the entire German judiciary, after the Jewish and (few) Social Democratic 


judges had been removed in 1933, only one judge resigned in protest during 
the entire course of the Third Reich. 


The Variable History of the Reichstag Fire Trial 


It has often been observed that the past is uncertain, since we do not yet 
know the descriptions of past events by future historians. The Reichstag Fire 
trial provides a clear instance. At the time the verdict was accepted outside 
Germany by those not unsympathetic to the Nazis, but for those who saw 
fascism for what it was, the results of the London proceedings and the guilt of 
the Nazis were taken for granted. 

By the time of the Nuremberg tribunal of 1945—46, fen was no longer 
any disagreement other than from Goering himself, who at Nuremberg 
continued to deny responsibility. The authoritative account became that of 
Hans Bernd Gisevius, who as a young lawyer was assigned to the newly 
formed Gestapo in 1933 as a protégé of Grauert, the industrialists’ nominee 
as head of Goering’s Prussian police. Gisevius during the war served in the 
German counter-intelligence, but became a double agent for the Allies. In the 
fall of 1933 the Gestapo assigned him to the Reichstag Fire trial as an 
“observer.” 

According to Gisevius, a ten-member SA detachment equipped with highly 
inflammable liquid had set fire to the Reichstag. The unit was commanded by 
Storm Leader Heini Gewehr and wasy ‘under the direct orders of Karl Ernst, 
SA commander in Berlin. They entered: the Reichstag by the underground 
tunnels leading from the residence óf the Reichstag president, Goering. 
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' Gisevius and his Gestapo superior Nebe came to know the details through the 
threat by a member of the unit, Rall, to make a- public statement; Rall was 
thereafter quickly murdered by the SA. Rall’s account comported with the 
facts developed at the trial. Van der Lubbe, a dupe, had been in SA control 
for: several days and brought by them to the Reichstag. 

Gisevius, personally an extreme anticommunist, had been without doubt 
in a position to come to. know what he alleged, and he became a leading 
Allied witness at the Nuremberg trials. Further confirmation came in the form 
ofthe Nuremberg trial deposition of Colonel-General Franz Halder, chief of 
the German General Staff from 1938 to 1942, present at a dinner on 
Hitler’s birthday in 1942 where Goering openly boasted of being responsible 
for the Reichstag Fire. Even in the changed circumstances of 1956, the height 
of the Cold War, Halder insisted in a letter published in the Bonn Das 
Parlament on what he had heard: “I was sitting practically next to Hitler, and 
Goering sat on his right hand....Every word was clear and distinctly audible.” 
The Gisevius account remained unchallenged, until Cold War events 
necessitated a West German attempt at exculpation of the Nazis. 

The “denazification” of German administration began with the occupation 
of Germany in 1945, but came to an end in West Germany with the start of 
the Cold War in 1947-48. At first the process was turned over to the West 
German judiciary, but as the judiciary itself was almost completely composed 
of those who had served the Third Reich, “denazification” came swiftly to a 
halt. With the intense anticommunism of the early years of the Cold War, the 
time of the “Berlin blockade,” and the Korean War, little attention was paid 
by the mainstream western press to the composition of the new West German 
government. Accusations that the new West German administration and armed 
forces were composed almost entirely of Nazi functionaries were dismissed as 
“communist propaganda.” 

Gradually in the years after the “thaw” that followed on the death of 
Stalin, the rise of Khrushchev, and the end of the Korean War, the truth of 
the allegations could no longer be denied. It was established beyond question 
that Hitler's loyal servants occupied key places from the top of the West 
German regime on down. West German Chancellor Adenauer’s chief of staff, 
Hans Globke, had played a central role in the drafting and enforcement of 
the infamous Nuremburg Laws and the extermination of the German Jews. 
Of the 160 top officers in the West German army in 1961 all but one had 
been a colonel or general in Hitler’s Wehrmacht. In West German university 
chairs in law there were professors who had written vicious articles on the 
“Jewish problem” in the years leading up to its “final solution.” And the West 
German courts were filled with judges who had been Nazis or served them 
faithfully. Judges were discovered who had been convicted as war criminals in 
occupied countries. In one chamber of forty-nine judges, forty had been Nazis, 
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some accused of murder. Some cases aroused intense international interest. 
One Dr. Hallbauer, a former Storm Trooper, had been a judge in Prague and 
had sentenced Czechs to death for listening to the BBC or trying to escape 
slave labor. When a Czech survivor of his “justice” discovered that Dr. 
Hallbauer was serving as a judge in Hamburg, he brought an action seeking 
compensation for his injuries. The West German courts ruled that Dr. 
Hallbauer’s sentences had been “juristically correct.” In 1962 the West 
German justice ministry prosecuted the Association of Victims of Nazis ‘as 
“anticonstitutional”; the three judges assigned to the trial had all been Nazis, 
and one a Storm Trooper. 

The exposure of the omnipresence of those who had been Nazis in the 
West German state apparatus required a response. The facts of personal 
biography could not be denied; at most it was possible to obscure them. A 
major effort was made to exaggerate the minimal conservative opposition to the 
Nazis, and especially the belated July 1944 conspiracy among a handful of 
officers that led to an unsuccessful attempt on Hiitler’s life. But even with the 
utmost exaggeration, very few could be claimed to have had any connection, 
however remote, with these isolated affairs. 

The great bulk of German opposition to the Nazis had been from leftists, 
and it was in the government of the communist East German state—the 
German Democratic Republic—that it was easy to find those who had fought 
the fascists arms in hand, and those who truly had been opponents of the 
Nazis. A more promising alternative was to exculpate the Nazis—who after all 
had been staunch anticommunists—and in ‘particular the Nazi legal system. A 
further, and more material, concern was the presence of substantial claims from 
Jewish victims of the Nazis, demanding restitution of property they had lost 
(of course always in accordance with legal process of some sort) in the first 
years after Hitler came to power. . 

A solution was to assert that the German legal system had continued to 
function—of course unfortunately ‘deprived of the services of its Jewish 
judges—-with unimpaired validity, at least (as regards the Jewish claimants) 
until Chancellor Adenauer’s chief of staff Globke’s Nuremberg Laws came 
into effect, several years after the Nazis came to power. A revision of the 
history of the Reichstag Fire trial would well serve as the basis for this 
attempt to rehabilitate the Nazi legal system; after all most of the defendants 
were acquitted, and the court had exculpated the Nazis from having set fire to 
the Reichstag. l 

At the time, Rudolf Augstein’s weekly Der Spiegel—modeled on Time 
Magazine—largely filled the function of the primary anticommunist nght-wing 
press (parallel to today’s Murdoch media) in West Germany. In 1960 a series 
of articles by an unknown Fritz Tobias appeared in Der Spiegel, and in 1963 

were collected in a book swiftly translated into English entitled The Reichstag 
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Fire, and much publicized in the United States. Tobias attempted to disprove 
the conclusions of the London commission by alleging that van der Lubbe 
acted alone, that the Nazis were innocent, and that the defendants had 
received a fair trial. The greatest part of his effort was directed at showing 
that the materials before the London commission had been prepared by 
Communists (and were in some cases forged), and that the commission itself 
was a giant piece of Communist propaganda. Quoting extensively from 
“recantations of ex-Communists,” Tobias derided those who organized the 
commission and saw to the publication of its work, particularly the Brown 
Book. Tobias focused on Willi Muenzenberg, who was a principal organizer of 
the commission, and portrays him as scheming and unreliable. In his list of ex- 
Communists, Tobias prominently included Arthur Koestler, although he failed 
to note that Koestler’s later memoir——written when he was very much an 
“ex” —credits the Brown Book with exposing Nazi terror and regards it as a 
“certainty” that Nazi circles, probably a group of Storm Troopers, were the 
authors of the fire. 

In addition to his (then effective) Cold War argument that anything alleged 
by a Communist is likely to be false, Tobias relied heavily on speculative—and 
. contradictory—testimony that Hitler appeared to be surprised at the fire and 
could therefore not have been party to a plot. In portraying van der Lubbe as 
sole perpetrator, Tobias dismissed the forensic evidence of extensive fire damage 
from multiple points of origin. The testimony of the fire experts at the trial 
asserting the necessity of multiple arsonists with knowledge of the building's 
layout (and even of Goering himself to that effect) is dismissed as 
“exaggerations” intended to make the fire seem more serious than it was. As 
for the Gisevius account, Tobias claims that Gisevius had not been at the 
Reichstag Fire trial as observer for the Gestapo, that Ernst had an alibi for 
the time of the outbreak of the Reichstag Fire, and that Rall had been shown 
not to be a member of Ernst’s SA brigade (unfortunately for those who would 
rely upon Tobias, it was later shown that each of these statements was false). 
~ The hero for Tobias is Torgler’s appointed counsel Alfons Sack, a member 
of the National Socialist Party. After Torgler was acquitted, Sack’s career took 
a brief tumble and he was personally at some risk. However, he swiftly 
overcame any doubt as to his loyalty and in a 1935 book announced that in 
criminal trials in the New Germany judges, public prosecutors, and defense 
counsel should be “comrades on the legal front...[and] just as the new trial no 
longer represents a conflict between the interests of an individual and the 
state, now the legal participants should regard their tasks no longer as opposed 
to one another.” Dr. Sack’s view reached its full development in the Nazi 
“People’s Courts” where the appointed defense counsels often joined in 
accusing those they represented. [rial observers differ on whether Sack was an 
effective defense counsel. Arthur Garfield Hays, the American lawyer who 
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was a member of the commission and attended most of the trial, thought 
Sack’s performance very competent. He dismissed the idea that Sack should 
have taken up the theme that the Nazis planned the fire. In a book written in 
1934 about the trial, Sack derided the evidence that the Nazis had set the 
fire. Other observers of political trials point out that given the Nazi leaders 
decision to confront the Brown Book allegations with the testimony of 
Goebbels, Goering, and others, no lawyer should have remained “neutral” in 
the face of such evidence. The Nazis had laid down the political challenge in 
their approach to the tnal, and it was foolhardy not to engage them on the 
field of battle they had chosen. On this view, which we share, Sack’s 
performance left much to be desired. In Tobias’s view, Sack was a model of 
what a defense counsel should be. 

Tobias made much of Arthur Garfield Hays’s statement that there was no 
“direct evidence” that the Nazis set the fire. Yet this is a distortion of what 
Hays believed. Direct evidence would have been testimony by an eyewitness 
who saw the incendiaries at work. Hays left no doubt, in his thorough review 
of the evidence that strong circumstantial evidence pointed to Nazi guilt. 
Indeed, when the chief trial prosecutor, Dr. Karl Werner, claimed that Hays 
had told a Swedish newspaper that the Nazis were not involved, Hays fired 
back a letter to Werner, saying, “There is no direct evidence that Lubbe had 
accomplices but if, as you claim, he did not act alone, then his associates must 
have been Nazis.” Tobias did not cite this letter, but rather said-——falsely— 
that “Hays was one of the few to realize that van der Lubbe had fired the 
Reichstag by himself.” 

Despite its harsh ideological bias and many failings, under Cold War 
circumstances the Tobias version became authoritative, at least in West German 
and U.S. establishment accounts. Certainly no graduate student aspiring to a 
career in the West German or U.S. academy would have dared challenge the 
Tobias account for an entire generation. 

With the demolition of the German Democratic Republic and the 
annexation of East Germany into the Bundesrepublik, some of the Cold War 
ideological effort expended on the exculpation of the Nazi legal system lost its 
raison d’être, and it became possible for a new generation of lawyers and 
historians to look back more calmly upon its history. No doubt it also helped 
that the last of the Nazi jurists would by then have retired from the bench 
and from chairs at the universities. Ingo Mueller, a German law professor and 
public official, wrote Hitler’s Justice: The Courts of the Third Reich, which 
appeared in English translation in 1991. Mueller ruthlessly sets out the extent 
to which the existing German judiciary of 1933—excepting of course their 
Jewish colleagues, who quickly disappeared from the bench-—adapted without 
difficulty to the Nazi regime. He also sets out the total failure of the 
“denazification” process as far as the West German courts were concerned, 
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and the truth of the much disputed ’60s allegations that the West German 
judiciary was dominated by those who had willingly served the Nazi regithe, 
and in many cases been Nazis themselves. Mueller is undecided as to whether 
the Nazis set the Reichstag Fire, but concurs that it was-in their interest. to 
have done so. He notes the way in which the Nazi leadership exploited , the 
situation and ridicules the presiding judge’s unfounded rejection of the claim of 
Nazi complicity. 

In A History of Public Law in Germany 1 914-45, tick appeared ` in 
English translation in 2004, Michael Stolleis completes the task “of 
demonstrating that the professors of public law in the German universities-— 
again excepting their Jewish colleagues who quickly disappeared—similarly 
worked smoothly and in many cases eagerly for the Nazi regime, and in 
almost all cases kept their positions under the West German regime. 

As for the history of the Reichstag Fire itself, the decisive event was he 
2001 publication of Der Reichstagbrand—Wie Geschichte gemacht wird (The 
Reichstag Fire—How History is Created) by historian Alexander Bahar and 
physicist and psychologist Wilfried Kugel. They reviewed official files that had 
previously been unavailable as well as those that had been the subject of 
earlier inquiry, and analyzed the forensic evidence. Their extensive discussion 
of the forensic evidence ends the matter; in the eleven to fourteen minutes 
that van der Lubbe had available according to the testimony at trial, it was 
impossible for him to have been to all—or even many of—the places where 
fires were set. Nor could van der Lubbe have carried from place to place the 
amount of accelerant used to set the fires. Henceforward anyone defending 
the Tobias thesis needs either reject the entire forensic testimony at trial or the 
laws of nature, or both. 

As for the mysterious revisionist “historian” Tobias himself, he was neither 
lawyer nor historian and it seems he had never completed secondary education. 
He asserted his ideological neutrality with a questionable claim to prior 
membership in the Social Democratic Party, but it seems that he had served 
in the Nazi occupation forces in the Netherlands, in Italy, and in White 
Russia as a member of the Geheime ‘Feldpolizei, the Gestapo of the 
Wehrmacht. And, as previously mentioned, his “factual” disproof of the 
Gisevius account of how the Nazis set the fire was based on a series of 
untruths. 

The full documentation now available includes the fact that Gisevius was, 
as he claimed, Gestapo observer at the trial. Bahar and Kugel uncovered 
records that conclusively confirm the Gisevius charge that Rall had sought in 
the days before his murder to set out the facts of the use of the tunnels from 
Goering’s residence to the Reichstag, the prior visit of the team to the 
building to run through the arson, the identity of the leader of the detachment 
(Gewehr, a name that never appears in the Tobias account), and the personal 
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siipervision of the Berlin SA commander Karl Ernst. Most of the ten members 
of the SA detachment that set the fire were murdered by the SS in the 
“hight of the long knives”——the so-called Roehm putsch—in June 1934. Diels, 
the head of the Gestapo in 1933 to whom Gisevius reported, said in 1946 
that Gewehr was the only member of the unit that fired the Reichstag to have 
survived. The newly available evidence establishes the record of Gewehr’s SA 
service in the unit alleged to be responsible for the fire (SA-Sturm 17), and 
his ` use of flammable agents for arson from 1931. The Bahar and Kugel book 


appears to be the definitive word on the Reichstag Fire. 


Conclusion 


For us, the exemplary role played by the two lawyers of the Anglo- 
American legal tradition in the London commission has stood the test of time. 
Despite the accusation against the London commission of “Communist 
propaganda” from the Nazis in the ’30s and Tobias in the 60s, D. N. Pritt, 
K.C., and Arthur Garfield Hays would be acknowledged today in the legal 
community as among the leading U.S. and U.K. lawyers of the first half of 
the twentieth century. Nor today should there be any dispute as to the 
complicity of the entire community of German jurists (law teachers and 
judges)——excepting always their disappeared Jewish colleagues—in the horrors 
of the Nazi debacle. Today, facing a new regime of preventive detention and 
emergency “Patriot Act” abolition of fundamental! rights, it is important not to 
think that “the Law” as such offers protection. We must offer such support as 
we can to those lawyers and jurists whose politics and decency have made 
them take a stand against our own emerging police state regimes. 

In January 2008, the Federal Court of Justice of Germany finally 
overturned the death penalty verdict on Marinus van der Lubbe, clearly 
incapable in his damaged state of defending himself at trial, as politically 
motivated and unjust. However welcome this recognition of fundamental fact, 
we must end by noting that the tenth of January 2009 marked the seventy- 
fifth anniversary of Marinus van der Lubbe’s execution by beheading in a 
Leipzig prison yard, three days before his twenty-fifth birthday. 


Source Notes 


Our most significant sources include: Arthur Garfield Hays, City Lawyer 
(New York: Simon and Schuster, 1942), we rely extensively on Hays’s 
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Nazis in the West German government; Victor Grossman (Stephen Wechsler), 
Crossing the River (Amherst: Univ. of Massachusetts Press, 2003), memoir of 
a U.S. political refugee in East Germany, with a firsthand account of the 
process of documenting the presence of former Nazis in the West German 
government; Arthur Koestler, The Invisible Writing (Boston: Beacon. Press, 
1954), his second volume of autobiography, containing observations on the 
Reichstag Fire trial; William Shirer, The Rise and Fall of the Third Reich (New 
York: Simon and Schuster, 1960), credits the theory that the Nazis set the 
fire; William Klein, “The Reichstag Fire, 68 years on,” http://www.wsws.org/ 
articles/200 1/jul2001/reic-j05.shtml, a review of the Bahar and Kugel book; 
Tony Patterson, “Historians find ‘proof’ that Nazis burnt Reichstag,” http:// 
www.telegraph.co.uk/news/worldnews/europe/germany/ 13 10995/Historians-find- 
proof-that-Nazis-burnt-Reichstag.html? mobile=true, newspaper account of the 
reaction of Der Spiegel to the work of Bahar and Kugel and colleagues, 
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“Tobias” articles. We are grateful to the Duke Law Library for help in finding 
materials and to doctoral candidate Shimrit Itay for research assistance. Above 
all we are indebted to doctoral candidate Fr. Annina Gagyiova for her 
translations of significant sections of Bahar and Kugel, Der Reichstagbrand— 
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De 
Correction: In Michael D. Yates, “Why Unions Still Matter,” Monthly Review, 


February 2009, former mayor of Los Angeles Tom Bradley was misidentified 
as “Ed Bradley.” 
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Who could have imagined the 2008 presidential campaign? 

Commentators, media people, and especially politicians fell all over 
themselves proclaiming that the 2008 election had, “nothing at all to do with 
race.” And yet every event, every speech and comment, every debate and 
appearance had race written all over it. Stephen Colbert, the brilliant satirist, 
hit it on the head when he asked a Republican operative, “How many 
euphemisms have you come up with so far so that you won't have to use the 
word “Black>’” Everyone laughed good-naturedly. 

It turns out that they and everyone else had plenty. When Senator Hillary 
Clinton spoke of “hard-working American workers,” everyone knew who she 
meant, but just in case anyone missed it, she added, “white workers.” The 
invisible race talk was about “blue collar” or “working class” or “mainstream” 
or “small town” or “hockey mom” or “Joe the plumber,” but we were meant to 
think “white.” All the talk of Senator Barack Obama’s exotic background, all 
the references to him as “unknown,” “untested,” a “stranger,” or a “symbolic 
candidate,” or. “alien,” a “wildcard,” or an “elitist,” which one Georgia - 
congressman admitted meant “uppity,” all the creepiness packed into the 
ominous “what do we really know about this man?,” and all the questioning 
of his patriotism, the obsession with what went on in his church (but no other 
candidate’s place of worship)—all of it fed a specific narrative: he’s not a real 
American, he’s not reliable, he’s the quintessential mystery man. The 
discourse was all ‘about race, us and them, understood by everyone in the 
United States even when the words African American, black, or white are not 
spoken. Anyone who dared to point to these proxies and to call them 
euphemisms for race was promptly accused of being a racist, and, of course, of 
playing the ever-useful race card. 

In this carnival atmosphere throbbed the omnipresent and not so clandestine 
campaign drumbeats that the senator from Illinois is a secret Muslim, that 
because his father was a Muslim, the son is forever a Muslim—assuming, of 
course, that faith in Islam is disqualifying. In a year of loopy ironies, it took a 
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conservative Republican, retired general, and disgraced Bush secretary of state 
Colin Powell, to vigorously call the question, movingly insisting that it should 
be perfectly fine to be an American Muslim, and a president. In a perfect 
storm, Powell was immediately accused by white commentators of siding with 
his race. 

Then there was the lethal mix of gender, race, ethnicity, and class. In the 
wake of Obama’s primary win in the “heartland” (white) state of Iowa, the 
Clinton campaign escalated. Gloria Steinem’s Op Ed in the New York Times 
on primary eve in New Hampshire, “Women are Never Front-Runners,” laid 
down the gauntlet, asserting a hierarchy of oppression, claiming that it was 
women who were the most despised, vilified, and unfairly treated by the 
media and by history-—compared to the (supposed) deference to black men. 
“Why,” she wrote, “is the sex barrier not taken as seriously as the racial 
one?” Steinem’s intervention made a dichotomy of race and gender, and 
instead of a complex analysis of the breakthroughs of discriminatory barriers, 
here was an assertion of superior victim status on the part of white, powerful 
women. It obliterated the half of African Americans who are women, and the 
half of women in the United States who are women of color. Intending to 
highlight the real river of misogynist venom unleashed against Clinton, it posed 
and perpetuated racial division rather than intersection and unity—the 
popularly recognized hallmarks of the Obama campaign. 

Hillary and Bill Clinton seized on this framing of feminism as a white 
women’s concern with escalated race talk. Hillary proclaimed on Fox News, “I 
don’t think any of us want to inject race or gender in this campaign.” But the 
Clintons promptly resorted to the well-worn “Southern strategy” in South 
Carolina and the border states. They dismissively referred to Reverend Jesse 
Jackson’s . historic campaigns of 1984 and 1988 as purely race-based, rather 
than recognizing the unique “rainbow” coalition that included white workers, 
farmers, and professionals and was to be a harbinger of the Obama campaign. 
Clinton flagrantly appealed to white voters’ identity as “workers” or 
“women ——offering white people any reason to vote against Obama without 
saying he’s black—and followed the ancient and dismal road of racial discourse 
that appeals to white supremacy, fear, and anxiety. In fact, the prolonged 
Democratic primary served to chart the Rovian path the Republicans would 
later hone and utilize in the general election against Obama. Combined with 
their brazen strategies of voter suppression, demagoguery, and hate, the 
defense of the color line would become the core of the McCain/Palin 
convention and subsequent attack machine. dfsFabricated issues of “character,” 
values, and patriotism dominated the discourse, appeals were floated to white 
voters’ racial resentments and fears, and the deliberate marketing of the 
Republican Party—our kids used to call them “Repulsicans”’——as the bastion 
of white peoples’ interests saturated targeted states across the land. 


On March 18, 2008, Barack Obama delivered an epic, masterful speech 
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in Philadelphia, Pennsylvania on race and identity. Senator Obama’s talk was 
called, “A More Perfect Union,” and it tapped a deep longing to be free from 
the racialized straightjacket of anxiety, fear, and separation. The comedian Jon 
Stewart. got it right when he said, “He treated the American public as if we 
were adults!” Obama managed to frame the discussion of racial justice in 
terms of broad American unity. 

The speech was designed to redeem his campaign momentum in the wake 
of relentless, replaying videos of a line delivered by Reverend Jeremiah Wright, 
Obama’s pastor, after September 11. In it Wright challenges Americans to 
question the nation’s sense of exceptional goodness, and the refrain “God 
bless America” in light of our history. It was an edgy sermon to be sure, and 
apparently most dangerous of all, it was delivered by an angry black man. 
Using a technique honed by the far right over thirty years, the media seized 
upon and  de-contextualized a sentence from Wrights lifetime work, 
characterizing him as “ranting,” “raving,” and “divisive.” Liberals joined the 
discrediting party, referring to him as that “loony preacher,” spewing “bigoted 
and paranoid rantings.” In reality Reverend Wright’s sermons were no more 
incendiary than everyday conversations when white people aren't looking or 
listening, or than Dr. Martin Luther King’s sermons a generation before. 

In contrast Senator McCain’s active association with the Reverends Hagee, 
Parsley, and Robertson and the remarks by Governor Sarah Palin’s Pentacostal 
“spiritual warfare” and “prayer warriors” ministry remained unmemorable and 
apparently unremarkable. Hagee’s political preaching remained in the realm of 
the acceptable, including his assertions that AIDs is an incurable plague, 
God’s curse against a disobedient nation, until an audio clip surfaced in which 
he preached that what Hitler did in the Holocaust was God’s plan to drive 
Europe’s Jews back to the land of Israel. Only then, did McCain disassociate 
himself from his insidious religious flock. 

Nothing stopped the McCain and Palin campaign from agitating, 
encouraging, or at the very least tolerating shouts of “Kill him!” when Obama 
was verbally attacked by the candidates from the stump. The candidates’ 
failure to aggressively disassociate themselves from such threats appeared to 
have lost them a significant part of the independent electorate, and all moral 
credibility—-an encouraging development. The right-wing attack on 
Congressman John Lewis’s mild rebuke, however, comparing these white 
crowds to segregationist supporters of Governor Wallace forty years previously, 
again illuminated the incendiary role of race. 

As soon as Barack Obama began winning primary battles, Michelle 
Obama, the senator’s brilliant, accomplished wife, became a target for the far 
right-wing haters. Brazen commentators mixed up a bitter brew of misogyny 
and racism, and sloshed it generously throughout the blogosphere: she’s anti- 
American; she’s a disgruntled and hectoring black nationalist seething with 
unresolved racial rage; she’s Reverend Wright but with estrogen and even 
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more testosterone; she’s a ball-breaker who wears the pants in the family. 
Maureen Dowd referred to the attacks as “Round Two of the sulfurous 
national game of “Kill the witch.’” 

Demonizing Michelle Obama began in earnest when, in February 2008, 
she said that because of her husband’s campaign, hope was sweeping the 
nation, and that, “For the first time in my adult life, I am really proud of my 
country.” Those fifteen words were played over and over in a stuttering loop 
of outrage on right-wing cable, and stood as absolute proof that she (and he) 
came up fatally short in the “real American” department. In this narrative, 
uncritical pride-in-country is assumed to be a given, the default of all the good 
people; anyone who can separate affection for people, a land, an ideal from 
the actions of a state or a government is a de facto traitor. There’s absolutely 
no room here for refusal or resistance, for criticism, skepticism, doubt, 
complexity, nuance, or even thought. Citizenship equals obedience. Right-wing 
“commentator” Bill O’Reilly’s first reaction to Michelle Obama’s proud-of-my- 
country comment was to say, “I don’t want to go on a lynching party against 
Michelle Obama unless there’s evidence, hard facts, that say this is how the 
woman really feels.” Interestingly, almost no one remembers her joy in the 
expanding and participatory electorate she was seeing, in contrast to her 
relatively mild critique, because the “first time” never stopped repeating. And 
almost no one recalls O’Reilly’s racialized threat of personal violence because 
it conveniently disappeared from the media’s discourse without a trace. 

Fox News called her “Obama’s baby mama,” derogatory slang for an 
unwed mother. (Fox later apologized.) The National Review featured her on 
its cover as a scowling “Mrs. Grievance,” and referred to Trinity United 
Church of Christ as a “new-segregationist ghetto of Afrocentric liberation 
theology.” It is always black people who have to clarify an unstated assumption 
(as if John and Cindy McCain’s church, like George Bush’s and Ronald 
Reagan’s, are models of “post-racial,” integrated America). Take a look. It’s 
like the famous question: “Why are all the black kids sitting together in the. 
cafeteria?” The white kids never explain why they sit together. l 

On the night Barack Obama claimed the nomination, he walked on stage 
with Michelle and she turned and gave him a pound or a dap, a playful and 
affectionate little fist bump. It flew around the Internet like topsy—reviewed, 
debated, photo-shopped, commented upon—until E. D. Hill called it a 
“terrorist fist jab” on Fox News and that proved to be one step too far—Hill 
was ridiculed and scorned and eventually apologized. Simultaneously, of course, 
it was seized upon and imitated by new waves of young admirers. 

But Michelle Obama had become an established, larger-than-life target for 
racial and gender animus on conservative blogs. Where were the (white) 
feminists to defend her and decry the rot? And the liberals seemingly can’t 
help themselves either—the New York Times ran a positive puff piece on her 
in which they noted that compared to her husband, “Michelle Obama’s image 
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is less mutable. She is a black American, a descendent of slaves and a 
product of Chicago’s historically black South Side. She tends to burn hot 
where he banks cool, and that too can make her an inviting proxy for attack.” 
So much racialized and racist craziness packed into three short sentences. 

In the aftermath it’s time to remember that President Lyndon Johnson, the 
most effective politician of his generation, was never involved in the Black 
Freedom Movement, although he did pass far-reaching legislation in response 
to a robust and in many ways revolutionary movement in the streets. Franklin 
Delano Roosevelt was not a labor leader, and yet he presided over critical 
social and pro-labor legislation in a time of radical labor mobilization in shops 
and factories across the land. And Abraham Lincoln was not a member of an 
abolitionist political party, but reality forced upon him the freeing of an 
enslaved people. Each of these three responded to Sees movements for 
social justice on the ground. 

And it’s to movements on the ground that we must turn as we think 
beyond this election or the next, and consider—in the midst of massive 
economic calamity—the problems and possibilities of building a future of peace 
and love and justice. We may not be able to will a movement into being, but 
neither can we sit idly waiting for a social movement to spring full grown, as 
from the head of Zeus. We have to agitate for democracy and egalitarianism, 
press harder for human nights, link the demands that animate us, and learn to 
build a new society through our collective self-transformations and our limited 
everyday struggles. We must seek ways to live sustainably; to stop the 
addiction to consumption and development and military power; to become real 
actors and authentic subjects in our own history. 

It is surely a unique, awe-inspiring moment. The Obama campaign offered 
up a new paradigm, activated young people under thirty who have not 
heretofore exercised the franchise, and illustrated that substantial numbers of 
white. people and Latino people and Asian-American people would indeed 
vote for a black man. A new generation has learned the tools of campaigning, 
community organizing, and political discourse and debate. Now their experience 
can be put to use mobilizing those same people to insist on the changes they 
imagined. Within the context of cultivating the tacit myth of being a post-racial 
society, the Obama campaign inspised and mined a deeper longing for 
humanizing racial unity—even racial unity based on justice. There is change in 
the air—evidence that the population has travelled some distance—as well as 
the familiar stench of a racist history. 

Our favorite moment came in the heat of the primary battle when now 
President Obama was asked who he thought Martin Luther King Jr. would 
support, Clinton or himself. Without hesitation, he responded that Reverend 
_ King would be unlikely to support or endorse either of them, because he'd be 
in the streets building a movement for justice. That seems exactly right. 
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The Rise and Fall of the Third World — 


HENRY HELLER 


Vijay Prashad, The Darker Nations: A People’s History of the Third World 
(New York: New Press, 2008), 384 pages, paper, $19.95. 


Vijay Prashad’s The Darker Nations opens with the assertion that the third 
world was not so much a place as a project. His goal is to provide an account 
of the anticolonial and nonaligned movement rather than a full history of the 
under-developed world in the last half of the twentieth century. However, in 
this remarkable book, he does both. Born in the wake of the upheavals of the 
Second World War, the third world movement that took form at the Bandung 
Conference in 1955 was championed by the likes of Nehru, Nasser, Tito, 
Sukarno, and Nkrumah. Its leaders collectively called for national 
independence, economic development, and Cold War nonalignment while 
basing themselves on the support of millions of followers in the under- 
developed nations. 

Brilliantly structured and written, Prashad’s work conceives the story of the 
third world as a tragedy in three acts: “Quest,” the heroic origins running into 
the 1960s; “Pitfalls,” the growing ambushes and traps in the 1960s and ’70s; 
and finally “Assassinations,” the decline and fall in the last two decades of the 
century. These three sections are divided into successive chapters that tell a 
tale of many cities—Paris, Tehran, Cairo, Bandung, Algiers, Havana, Mecca, 
etc.—each of which illustrates one aspect of the history of the movement. 

Paris is taken as the birthplace of anticolonial struggle in the post-1945 ` 
period. Tehran under Mossadegh is the locus of a discussion concerning the 
struggle for cultural modernity in the third world. Cairo in the early 1950s 
helps to describe the struggle for feminism in under-developed countries 
including those under Islam. Bandung (1955) represents the flowering of the 
Non-Aligned Movement, and Havana (1966) shows the climax of the 
revolutionary struggle of the third world. Algiers (1962), in turn, embodies the 
confiscation of the national liberation movement by the state bourgeoise, while 
Mecca in the closing years of the twentieth century represents the final demise 
of the movement under the weight of oil money, neoliberal globalization, and 
Islamic fundamentalism. 





Henry Heller teaches history at the University of Manitoba in Winnipeg, Canada. He is most 
recently the author of The Cold War and the New Imperialism: A Global History, 1945-2005 
(Monthly Review Press, 2006 and also published by Cornerstone Publications). 
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Paris after the Second World War was the crossroads from which the third 
world movement was launched. Quickly turning its back on its own liberation, 
France launched colonial wars to hold on to. its power over Madagascar, 
Vietnam, and Algeria. In reaction, in 1952 the Parisian journalist Albert 
Sauvy pointed to a “Third World” between the first and second worlds which 
was in the process of initiating a global struggle against colonialism. Three 
years later the Martinique Communist poet and intellectual Aimé Césaire 
denounced the barbarism of Western Europe and the United States, which 
were blind to the violence perpetrated against the peoples of the tropics. 

In order to provide background to this emerging struggle, Prashad shifts the 
scene briefly back to the roots of twentieth-century anti-imperialism. The 
League Against Imperialism Conference at Brussels in 1927, organized by 
agents of the Communist International, becomes the focal point for Prashad’s 
discussion of the emergence of third world nationalism in the wake of the First 
World War and the Russian Revolution. l 

Prashad then makes his way to Bandung where the Non-Aligned 
Movement was conceived mainly by Nehru, Sukarno, and Nasser. He then 
moves to the Afro-Asian People’s Solidarity Conference (1957) held in 
Nasser’s Cairo where only five years earlier monarchy and patriarchal Islam 
reigned supreme. In what must be considered one of the highlights of the 
book, Prashad sketches the relationship between third world feminism and 
radical nationalist movements. Although far from exhaustive, Prashad’s research 
opens up the possibility of a more comprehensive understanding of the largely 
forgotten role of women in national liberation movements. His recall of the 


plenary address of the Egyptian intellectual and journalist “Aisha Abdul- 


Rahman at the conference is especially instructive for us who live in the days 
of Islamic fundamentalism. According to Abdul-Rahman, historians of national 
liberation movements have often ignored the central role played by women in 
them and the liberation of women which comes about through involvement in 
the struggle. Imperialism confined women to ignorance, isolation, and slavery. 
For all their machismo, Abdul-Rahman. concludes, the national liberation 
struggles are forced to mobilize the mass of the population opening up 
liberating possibilities for women. In Nasser’s Egypt, women registered 
important advances according to Prashad. But the feminism that developed 
never achieved the status of an autonomous movement and remained tied to 
the state. 

The Islamic world also is the site for a brilliant discussion of the quest for 
a distinctive third world modernity during the- heyday of radical nationalism. In 
a chapter entitled “Tehran” Prashad describes the cultural ferment in Iran 
which followed in the wake of Mossadegh (1951~53). At this time the pre- 
eminent Iranian man-of-letters, Jalal Al-e Ahmad, produced a major critique of 
Western cultural imperialism and its negative effects on artists and intellectuals 
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cut off from the cultural practices of the Iranian people by the allure of the 
West. This discussion of the plight of Iranian culture becomes the launching 
point for an insightful overall analysis of the dilemmas facing traditional 
societies historically oppressed by European political and cultural domination. 
In these years, as Prashad demonstrates, third world intellectuals conducted a 
wide-ranging discussion on the question of creating new cultural forms or re- 
invigorating old traditions linked to the energy unleashed by the anticolonial 
struggle. Nationalism had to be based on a respect for diversity within the 
state and had to be linked to the cultural achievements of other nations 
especially in the under-developed world. How best to promote education and 
literacy was at the forefront of the debates on the relationship between culture 
and development. Critical to these discussions was the question of the power 
of European rationalism and science. There could be no question of turning 
one’s back on these products of the European Enlightment. Jalal Al-e Ahmad 
among others was aware of the need to engage with these elements of 
modernity by integrating them with Iranian cultural practice. 

At Bandung in 1955 the leaders of the movement declared their intent to 
stay clear of the Cold War struggle dividing East and West while demanding 
international disarmament and peace based on a strengthening of the role of 
the United Nations. Called together in defense of the Vietnamese revolution, 
the Tri-Continental Conference in Havana a decade later affirmed the need 
for armed struggle in the pursuit of national liberation. Indeed, Prashad shows 
that in these decisive years of the movement, the third world developed a core 
political program around the values of disarmament, national sovereignty, 
economic integrity, and cultural diversity. 

But there were worms in the bud. Starting with the contradictions that 
enveloped the Algerian revolution, Prashad, in a masterful way explains how 
the third world ran into a series of stumbling blocks that ultimately undermined 
the project. Having achieved a historic victory over French colonialism in 1962, 
the Algerian National Liberation Front (FLN) turned itself into a state 
dictatorship cutting itself off from the peasantry and working class. Like so 
many other third world regimes, the FLN under Ahmed Ben Bella proceeded 
to centralize power in the state, enforce its own monopoly over politics, and 
demobilize the mass of the population whose support had been critical to 
national liberation. Socialism was imposed from above rather than from below, 
enabling. an emergent state bourgeoisie to seize control of the economic surplus 
and appropriate it to its own purposes. When Ben Bella attempted a last 
minute rapprochement with the left in 1965 he was removed by the army, 
which from then on became the main pillar of the regime. 

Chapters in the “Pitfalls” section illuminate the role of military coups and 
dictatorships in third world countries (Bolivia, 1964), the foibles of radical 
nationalism and third world Communist parties (Indonesia, 1965), the rise of 
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“mystical nationalism” and the growth of wasteful military expenditure (the 
Indian-Chinese War, 1961), and the catastrophic effects of petroleum on the 
internal development of third world countries (Venezuela prior to Chavez). 
“Pitfalls” concludes with a nuanced analysis of Julius Nyrere’s program of 
state-directed agrarian socialism (Ujumma) which ended as an exercise in 
political authoritarianism and economic failure. 

The final section of the book, “Assassinations,” narrates the rise of the 
new bourgeoisies of South and East Asia (New Delhi and Singapore). 
Kingston, Jamaica then serves as a case study of the ravages of neoliberal 
structural adjustment while Mecca becomes the ultimate citadel of third world 
wealth and religious fanaticism. Prashad’s litany of failure: lack of democracy, 
political exclusion of peasants and workers, failure of land reform, 
bureaucratization, military takeover, corruption, ongoing economic dependency 
on the West, the rise of new bourgeoisies, the onslaught of neoliberal structural 
adjustment, and the emergence of ethnic and religious extremism, is exemplary. 
Especially impressive in this concluding section is. Prashad’s class analysis of 
the step-by-step recovery of the old elites and the emergence of new state and 
entrepreneurial bourgeoisies in the under-developed states whose predominance 
spelled doom to the project of the third world. 

Prashad’s discussion of the economic dilemmas facing third world countries 
is easy to understand and convincing. Particularly appreciated is his 
examination of Rudy Prebitsch’s ideas of import substitution and his discussion 
of the formation of the United Nations Conference on ‘Trade and 
Development. Yet, it is disappointing that he did not choose to include a 
discussion of dependency theory as developed by Paul Baran, Paul Sweezy, 
and Andre Gunder Frank. The role of imperialism in structuring a permanent 
state of dependency had an enormous resonance during the heyday of the 
third world movement. This view continues to be highly pertinent in the epoch 
of neoliberal globalization and dependent industrialization. 

Prashad’s treatment of the role of the Soviet Union and the People’s 
Republic of China under Mao leaves something to be desired. Anti- 
imperialism and anticolonialism are fundamentally Leninist conceptions. It was 
the Comintern which promoted these ideas in the inter-war period as Prashad 
notes and it was these same notions that the socialist states supported in the 
post-1945 years in so far as they were able. It would have been helpful if 
Prashad had discussed this reality in more forthright terms. Indeed, a more 
up-front and extended discussion of U.S. opposition to the political and 
economic agenda of the third world would be helpful. 

It is true of course that both the Soviet Union and the People’s Republic 
of China were less than perfect models of socialist principle and this came to 
be mirrored in the distortions and contradictions in their foreign policies. It 
would have been instructive, to cite one example among many, if Prashad had 
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examined in greater depth how Moscow ideologically justified its support for 
the Baathist Arab nationalists over the interests of the Iragi Communist Party. 
Or what sense of desperation led. Mao to champion the absurdity of the 
Three Worlds Theory. Even so, one can seriously ask whether there would 
have been a third world project at all without the support of these two socialist 
states. It is noteworthy that the project’s collapse more or less coincided with 
the decline of the Soviet Union and the disappearance of Maoism in China. 

Prashad’s failure to engage sufficiently with the two Communist giants 
leads to some misconceptions. Thus, in his treatment of the Bandung 
Conference he portrays the two powers as already at loggerheads in 1955. In 
fact, the break between the two only began a year later in the wake of 
Khruschev’s secret speech against Stalin. Both states endorsed the line of 
nonalignment adopted at Bandung—the Chinese more spectacularly with the 
appearance of Zhou Enlai at the Conference itself. When discussing the Iri- 
Continental Conference in Havana, Prashad leaves the impression that the 
Soviet Union and China were not doing enough to support the Vietnamese 
struggle against U.S. imperialism. It is true that the two powers were 
quarreling and their lack of unity hampered assistance to the Vietnamese. 
However, their very rivalry and competition may have spurred each to step up 
their military and economic support. But there can be no doubt that Soviet 
and Chinese aid was instrumental to the defeat of both French and U.S. 
imperialism. 

More disturbing than Prashad’s treatment of the Soviet Union and Mao’s 
China is his rather dismissive treatment of revolutionary Cuba. At the Havana 
‘In-Continental we are told Cuba put the cult of the gun on the table. This 
hardly does justice to Cuba’s role in the third world. Failure to suppress the 
Cuban Revolution in 1961 led more or less directly to the disastrous U.S. 
invasion of Vietnam four years later. Cuba served as a vital lynchpin between 
the third and second world. As such it facilitated the flow of support from the 
Communist states toward national liberation movements while helping them to 
maintain their independence. The Tri-Coninental Conference hosted by Cuba 
was not merely a symbolic rallying of support on behalf of the revolutionary 
war in Vietnam at the height of the sixties. It was rather the coming together 
of the nations of the three under-developed continents in political solidarity, an 
event which had long-term positive implications. It is true that this courageous 
little island’s example of revolutionary guerrilla warfare was largely thwarted in 
the short run when applied to the revolutionary struggles of Latin America. 
But its long-term economic and social achievements and ongoing defiance of 
U.S. imperialism undoubtedly inspired the “pink” revolutions that have since 
swept Latin America. Its military as well as technical, educational, and medical 
assistance to the liberation movements in Africa in the 1970s proved to be of 
incalculable importance. 
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Prashad himself attributes the ultimate failure of the third world movement 
to: its lack of a class perspective. Its leaders believed that to fight colonialism 
and imperialism a unity of political parties and social forces was necessary. In 
the wake of independence they attempted to reinforce that unity by means of 
state power. Instead of galvanizing the peasants and workers against the 
bourgeoisie and landlords, they suppressed these popular forces in the name of 
state-directed development. Prashad ignores the fact that Cuba did not make 
that mistake. It maintained a principled commitment to the idea of class 
struggle and socialist revolution as key to human development. Surely the 
question of Cuba is more than that of putting the cult of the gun on the 
table. 
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monetary destabilization (as evidenced by the huge variations in parity between 
the dollar and the euro over the past year), the IMF proves incapable of 
. implementing a tax of the Tobin-Spahn kind that would reduce exchange rate 
variations by controlling speculation, and that would provide the funds needed 
to put an end to poverty and make development possible. Since the IMF was 
founded in 1944, its missions explicitly include promoting full employment, 
which means that the institution is in breach of its own statutes. 

The global economic and financial crisis highlights the failure of the 
deregulated financial markets and freewheeling capital flow advocated by the 
IMF. A new international architecture is called for, based on the International 
Covenant on Economic, Social and Cultural Rights (1966) and the UN 
Declaration on the Right to Development (1986). Yet this logic will not 
prevail while the balance of power remains unchanged. Unless a sufficient 
number of governments respond to popular pressure and set up such an 
alternative, the World Bank and the IMF will be able to get over the current 
crisis, taking advantage of falling export commodity prices to bring weakened 
poor countries into a new state of loan dependency, with a central aim of 
saving the system, and not of meeting human and environmental criteria. 

' For all these reasons, the only acceptable solution is the immediate 
abolition of the IMF and the WB, and their replacement by radically different 
institutions that focus on satisfying fundamental human needs. 
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As we write these notes in late January 2009 the economic depression 1s 
worsening with each passing day, creating previously unthinkable conditions. 
Even as production sinks and unemployment soars in the “real economy,” the 
implosion of the financial sector remains at the center of the crisis. It is now 
widely acknowledged in financial and policy circles that nationalization of the 
U.S. banking system, under one or another description, is inevitable. The 
Obama administration still resists what is referred to as a “complete 
nationalization,” with the government wiping out the bank shareholders and 
taking over the running of the banks. But every other option on the table 
involves further steps in this direction. Already the U.S. Treasury has received 
shares and other securities from 314 financial institutions in return for $350 
billion in government bailout money. 

To get an idea of the seriousness of the problem it is important to 
understand that the U.S. government in this crisis has thus far committed 
$8.5 trillion dollars in support programs primarily aimed at salvaging banks 
(through capital injections, loans, guaranteeing debt, etc.), while the banks 
continue to collapse. For example, the Treasury has already provided $40 
billion in capital injections for Bank of America plus another $118 billion in 
debt support. Yet, the entire market value of Bank of America at closing on 
July 20 was $25.5 billion, only about one-sixth of the cash and guarantees 
that the Treasury had provided. Although the value of Bank of America’s 
shares, along with other financial institutions, rose subsequently, the January 
financial plunge set the alarm bells going. Between mid-October when the 
Treasury Department unveiled its $700 billion bailout plan and January 20, 
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the Dow Jones Wilshire bank index fell by 56 percent (“Crisis Q&A: What 
| ‘Bank Nationalization’ Means for You,” Deal Journal, WSJ.com, January 21, 
; 2009; “Financials Plunge as U.S. Considers New Rescue Operations,” Wall 
Street Journal, January 21, 2009). 

In fact there is now an all-out effort being made by the vested interests to 
increase government infusions to the banks in order to protect private 
shareholders, while simultaneously preventing the government from exercising 
increased control—and ensuring that where government does end up owning 
banks ‘it will only be temporary. All of this follows a long tradition in capitalist 
economies, where nationalization is resorted to as a last resort in financial 
emergencies, only to be rejected later when the economy picks up. 

The most extensive nationalization in a major capitalist economy took place 
in Italy in the 1920s and "30s. As Ernesto Rossi observed in his study of 
“Nationalization in Italy” (in Mano Einaudi, Maurice Byé, and Ernesto Rossi, 
Nationalization in France and Italy, 1955), Italian capitalism adopted after the 
First World War an idea that “was simplicity itself. When profits were fat, 
they went to small private financial groups, as the proper rewards of the 
capitalist system; when losses were heavy, they were distributed among the 
taxpayers, as an expression of community spirit” (194). This continued among 
both bourgeois-liberal and fascist governments (capitalist rule in its most openly 
repressive and nationalistic form). Eventually, in the Great Depression 
Mussolini’s regime took over the three major banks through a state agency, the 
Institute for Industrial Reconstruction (IRI), which ended up owning much of 
Italian industry and became the right arm of the fascist dictatorship. Nothing 
like this is imminent in the United States, but the fact that nationalization of 
banks has sometimes fed into right-wing corporatist, even fascist regimes, 
should serve as a cautionary note for all of those who see nationalization as 
necessarily constituting a “socialist” advance. 

Many of those advocating nationalization of banks in the United States 
today, whether on the right or the left, point to the relatively benign Swedish 
case of bank nationalization in the 1990s, which, while it ultimately benefited 
only the well-to-do, is presented as an example of good state-directed financial 
management by the standards of the system, leading to a quick reprivatization. 
This, however, occurred under circumstances widely different from the current 
deep world slump. Nor is it a model likely to be adopted in the United 
States, where capital is in a much stronger position to call the shots. 

At the moment the strategy of the Obama administration, reflecting the 
demands of monopoly-finance capital, 1s to socialize the: losses of the banks, 
making taxpayers pick up the tab, while avoiding as much as possible 
government ownership or contro! of banks—-and even more so any appearance 
of nationalization. Government shares and warrants (options to buy stock) will 
continue to expand as more taxpayer money is injected into banks. But by 
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retaining at least a small portion of private ownership, and keeping the 
government from exercising shareholders’ rights (for example, the government 
thus far has mostly purchased preferred shares, which do not carry voting 
rights) the plan is to keep the state as much as possible in the background. 

Worse still, the current proposal being pushed by Obama’s Treasury 
Secretary Timothy Geithner is to create what is called a “bad bank” under 
government ownership that will buy up the toxic wastes from the private 
financial sector, removing them from the private bank balance sheets, and thus 
socializing the losses—even without necessarily nationalizing fully the major 
banks themselves. According to the Wall Street Journal on January 29, 2009 
(“New Bank Bailout Could Cost $2 trillion dollars) the “bad bank” would 
need as much as $2 trillion dollars to be raised by issuing government-backed 
debt or through loans from the Federal Reserve to buy up the toxic waste. 
The secret of this gigantic fraud needs to be exposed: if these toxic assets 
were to be purchased at their current value then the general insolvency would 
immediately be clear from the balance sheet of every financial institution. The 
whole operation therefore requires that a vast gift of public funds be handed 
over to the care and custody of the obscenely rich incompetents who helped 
engineer the catastrophe. The nature of the salvage operation would thus most 
likely require that the government purchase this toxic waste at a price far in 
excess of its largely non-existent value. [his should come as no surprise, since 
it is the same set of “masters of the universe’ on both sides of the transaction. 
Indeed, all of this is similar to the original proposal of Bush’s Secretary of the 
‘Treasury Henry Paulson (concocted with the help of Geithner, then New 
York Federal Reserve Board governor, and Federal Reserve Board Chairman 
Bernanke). 

How is the left to react to the economic crisis and to such attempts to 
socialize losses on the back of the population as a whole? Should we in the 
face of a depression and financial crisis be offering our own, slightly more 
benign strategies for saving the system? In September some progressives in the 
United States argued that it was necessary to support Paulson’s “bailout the 
rich” plan lest there be a depression. Three months later we have trillions in 
government funds handed over to the richest people on the planet and. a 
depression. The crucial point, in our view, was captured by Istvan Mészáros in 
his Beyond Capital where he explained that “radical politics can only accelerate 
its own demise...if it consents to define its own scope in terms of limited 
economic targets which are in fact necessarily dictated by the established 
socioeconomic structure in crisis” (950). Today a general strike in Guadeloupe 
enters its ninth day: its demands are for an end to capitalist exploitation. In 
France millions today marched for an anticapitalist response to the crisis. The 
realm of the possible, of politics, is expanding. 


-——January 29, 2009 
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Washington Consensus. Yet, discredited though they may be, these two insti- 
tutions are using the international crisis to return to the limelight. 

For decades they have enforced the deregulation measures and structural. 
adjustment programmes that have led to the current impasse. After this total 
fiasco the WB and the IMF must now account for their decisions before world | 
opinion. 

In addition, their economic forecasts are less than reliable. In November 
2008 the IMF predicted a 2.2% global growth in 2009, then downsized it to 
0.5% in January, finally acknowledging it would be negative in March. The’ 
reality, its experts are siding with major creditors against citizens whose 
fundamental rights are less and less respected. 

While the economic context is fast deteriorating, the world’s big: 
moneylenders are trying to keep the upper hand while placing a discredited: 
and delegitimized IMF in the role of white knight — helping the poor and’ 
downtrodden to face the damages-:wrought by this current crisis. But the. 
opposite is true. The principles defended by the IMF since the 1980s and, 
denounced by CADTM since its inception are still the same. Governments 
that sign an agreement with the IMF in order to obtain a loan must silh 
implement the same toxic recipes that aggravate the living conditions of their 
country’s people. i 

Responding to “Pressure from the IMF under the, leadership of Dominique , 
Strauss-Kahn, several countries faced with the consequences of the crisis have 
sliced workers’ wages and social benefits. Latvia reduced its civil servants’; 
incomes by 15%, Hungary suppressed their 13° month (after reducing’ 
retirement benefits as part of a former agreement) and Romania is about tol 
move in the same direction. The poton is so bitter that some, governments are. 
reluctant to administer it. The Ukraine recently declared the conditions: 
imposed by the IMF to be ‘unacceptable’, especially the gradual raising of. 
retirement age and increased housing costs. . 

It is high time to expose the doublespeak of the IMF and of Dominique 
Strauss-Kahn, who on the one hand expect the international. communtinity to 
increase its efforts to reach the unambitious Millentum Development Goals, 
and on the other, compel governments calling upon IMF help ‘to reduce the’ 
salaries of their civil servants. This is the opposite of a policy genuinely aimed 
at facing the crisis while protecting the interests of its victims. 

To respond to‘the crisis of the 1930s and pressured by social mobilization, 
the US president Franklin Roosevelt reduced working hours while maintaining 
salaries, social benefits and workers’ rights, such as the right to join trade 
unions. With the New Deal, Roosevelt set up a tax reform that raised levies 
on capital. Dominique Strauss-Kahn, a so-called “socialist”, hardly measures 
up to Roosevelt’s stature and persists against all odds in protecting the interests 
of the creditors who appointed him to this handsomely paid position. 

Once more the IMF is shown to be a compliant instrument in the hands 
of those who are responsible for the current crisis. In a period of severe 


(continued on page 37) 
64 - ANALYTICAL MONTHLY REVIEW Í MARCH 2009 


-y $ 


Contnued from inside front cover) 
case to case, ‘they. all had in common a Dre reduction of public Senang 
for social purposes and the “opening” of the economy to domination by 
the Atlantic financial center (“free market forces”). The 1991 turn in 
India is an instance, though managed with more finesse than was 
necessary for weaker states. 

The financial crisis of 2008 is gaha different. At First, during 


. the crash and panic phase, a rapid flow of funds back to the United 


States did in fact occur. But central banks that in the boom phase had 
amassed massive dollar reserves were able to mitigate the consequences of 
the outflow by a managed gradual revaluation of the dollar, and without 
exhausting their reserves. In the case of India, foreign ‘exchange reserves 
held by the RBI declined from over U.S.$310 billions i in’ the summer of 
2008 to the 250 billion range from December to the present. And: ii the 
same period the dollar revalued- from Rs. lower forties to a range around 
fifty. A similar process occurred in Brazil, South Korea and Russia. 

Another key difference today is that China and Japan have immense 
dollar reserves; and’ have quietly moved at the February 22 meeting of the 
Finance Ministers of ASEAN, China, Japar and the Republic of Korea 
(ASEAN +3) to establish a regional forex reserve and bolster existing 
emergency funds. Also in February both Brazil and Venezuela were 
recipients of multi-billion dollar transfers from China. 

In summary, the Atlantic financial debacle has so far not been offset 
by any opportunity to export the burden of the crisis -through the 
imposition of “structural adjustments” on the states of Asia and Latin 
America. Rather, the states that appear to be suffering the sharpest 
blows, defenseless and without reserves, are those “post-socialist” East 
European regimes ‘that are the most loyal satellites of the Atlantic 
powers—in paruculas the crudely nationalist neo-capitalist Baltic states and 
Ukraine. 

‘Today an ateni at remobilisation of the IMF i is underway to preserve 
the- threatened capitalist gains in this wretched “post-socialist” European 
periphery, in essence a defensive manoeuvre. Nonetheless, the attempt at 
rehabilitation of the IMF calls for a vigorous critique. Eric Toussaint and 
Damien Millet of the Brussels based Committee for the Abolition of Third 
World Debt have ably addressed the question in an essay we reproduce 
here, and reoanene to your attention. 


The Pee ee a discredited IME 
Eric Toussaint - Damien Millet (CADTM) ` 


The international crisis that broke in summer 2008 demíolished all the 
neo-liberal dogmas and exposed the deception behind them. Unable to 
deny their failure, the World Bank and the International Monetary Fund 
claim they no longer uphold the set of neo-liberal policies known as the 
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